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Allowance for Equity Funds Used During Construction increased $5 million primarily due to the following:
o A $9 million increase due to prior year FERC audit {indings.

This increasc was partially offset by:

e A $5 million decrease due to a decrease in CWIP.

Interest Expense increased $8 million primarily due to higher long-term debt balances.

Income Tax Expense increased $4 million primarily due to higher pretax book income.
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AEP TRANSMISSION COMPANY, LLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
For the Three Months Ended March 31, 2020 and 2019
(in millions)

(Unaudited)
Threc Months Ended March 31,
2020 2019
REVENUES
Transmission Revenues $ 613 $ 50.3
Sales to AEP Affiliates 2337 1932
Other Revenues 06 —
TOTAL REVENUES 2956 243 5
EXPENSES

Other Operation 23.8 17.0
Maintenance 32 32
Depreciation and Amortization 56.0 403
Taxes Other Than Income Taxcs 50.4 41 4
TOTAL EXPENSES 1334 1019
OPERATING INCOME 1622 141 6
Other Income (Expense):

Interest Income - Affihated 08 07
Allowance for Equity Funds Used During Construction 162 11.3
Interest Expensc (29.6) 21 7)
INCOME BEFORE INCOME TAX EXPENSE 149 6 1319
Income Tax Expense 318 276
NET INCOME $ 1178 ¢ 1043

See Condensed Notes to Condensed Financial Statements of Registrants beginnng on page 110.
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AEP TRANSMISSION COMPANY, LLC AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN MEMBER’S EQUITY
For the Three Months Ended March 31, 2020 and 2019

TOTAL MEMBER'S EQUITY - DECEMBER 31, 2018

Net Income
TOTAL MEMBER'S EQUITY -~ MARCH 31, 2019

TOTAL MEMBER'S EQUITY - DECEMBER 31, 2019
Capital Contribution from Member

Net Income
TOTAL MEMBER'S EQUITY - MARCH 31, 2020

(in millions)
(Unaudited)

Paid-in Retained

Capital Earnings Total
$ 2,480.6 1,089.2 3,569.8
104.3 1043
$ 2.480.6 1,193 5 3,674 1
$ 24806 1,5289 4,009 5
185.0 1850
117.8 117.8
$ 2,665 6 1,646.7 43123

See Condensed Notes to Condensed Financial Statements of Registrants beginmng on page 110
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AEP TRANSMISSION COMPANY, LLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
ASSETS
March 31, 2020 and December 31, 2019
(in millions)

(Unaudited)
March 31, December 31,
2020 2019
CURRENT ASSETS

Advances to Affiliates $ 1284 § 85.4

Accounts Receivable:
Customers 19.3 19.0
Affiliated Companics 878 661
Total Accounts Receivable 107.1 851
Materials and Supplies 134 138
Accrued Tax Benefits 0.1 9.3
Prepayments and Other Current Assets 34 3.8
TOTAL CURRENT ASSETS 2524 1974

TRANSMISSION PROPERTY
Transmission Property 8,406 4 8.1379
Other Property, Plant and Equipment 2785 269 6
Construction Work n Progress 1,536.3 1,485.7
Total Transmission Property 10,221.2 9,893.2
Accumulated Depreciation and Amortization 4458 402.3
TOTAL TRANSMISSION PROPERTY - NET 9,775.4 9,490.9
OTHER NONCURRENT ASSETS

Regulatory Assets 2.5 42
Deferred Property Taxes 165.1 193.5
Deferred Charges and Other Noncurrent Assets 45 4.8
TOTAL OTHER NONCURRENT ASSETS 1721 202.5
TOTAL ASSETS $ 10,1999 % 9,890.8

See Condensed Notes to Condensed Financial Statements of Registrants begmming on page 110
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AEP TRANSMISSION COMPANY, LL.C AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
LIABILITIES AND MEMBER’S EQUITY
March 31, 2020 and December 31, 2019
(in millions)

(Unaudited)
March 31, December 31,
2020 2019
CURRENT LIABILITIES

Advances from Affiliates $ 2974 137.0
Accounts Payable

General 3342 493.4

Affiliated Companies 7317 71.2
Accrued Taxes 308.6 355.6
Accrued Interest 38.6 19.2
Obligations Under Operating Leases 21 21
Other Current Liabilities 170 14.6
TOTAL CURRENT LIABILITIES 1,071.6 1,093.1

NONCURRENT LIABILITIES
Long-term Debt — Nonaffiliated 3,427.8 34273
Deferred Income Taxes 834.7 817.8
Regulatory Liabilities 551.6 540.9
Obligations Under Operating Leases 1.6 1.9
Deferred Credits and Other Noncurrent Liabilities 03 03
TOTAL NONCURRENT LIABILITIES 4,816.0 4,788.2
TOTAL LIABILITIES 5,887.6 5,881.3
Rate Matters (Note 4)
Commitments and Contingencies (Note 5)
MEMBER'S EQUITY

Paid-in Capital 2,665.6 2,480.6
Retained Earmings 1,646 7 1,5289
TOTAL MEMBER’S EQUITY 43123 4,009 5
TOTAL LIABILITIES AND MEMBER’S EQUITY $ 10,199 9 9,890.8

See Condensed Notes to Condensed Financial Statements of Registrants beginning on page 110
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AEP TRANSMISSION COMPANY, LLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Three Months Ended March 31, 2020 and 2019
(in millions)

(Unaudited)

Three Months Ended March 31,

2020 2019
OPERATING ACTIVITIES
Net Income $ 1178  § 1043
Adjustments to Reconcile Net Income to Net Cash Flows from Operating Activities:
Depreciation and Amortization 560 403
Deferred Income Taxes 137 145
Allowance for Equity Funds Used During Construction (16.2) (113)
Property Taxes 284 232
Change in Other Noncurrent Assets 2.4 217
Change in Other Noncurrent Liabilities 06 22
Changes in Certain Components of Working Capital:
Accounts Recervable, Net (220) (82)
Materials and Supplies 04 0 6)
Accounts Payable 227 114
Accrued Taxes, Net (37 8) 321
Accrued Interest 194 192
Other Current Assets 04 04
Other Current Liabilities 12 02
Net Cash Flows from Operating Activities 1870 166.2
INVESTING ACTIVITIES
Construction Expenditures (4915) (3650)
Change 1n Advances to Affiliates, Net (43 0) 234
Acquisitions of Assets (17 25)
Other Investing Activities 38 03
Net Cash Flows Used for Investing Activities (5324) (343 8)
FINANCING ACTIVITIES
Capital Contributions from Member 1850 —
Change in Advances from Affihates, Net 160 4 1777
Other Financing Activities — o1
Net Cash Flows from Financing Activities 3454 1776
Net Change in Cash and Cash Equivalents — —
Cash and Cash Equivalents at Beginning of Period — —_
Cash and Cash Equivalents at End of Period $ — ¥ —
SUPPLEMENTARY INFORMATION
Cash Paid for Interest, Net of Capitalized Amounts $ 93 % 16
Net Cash Paid (Received) for Income Taxes 01 (12)
Construction Expenditures Included m Current Liabilities as of March 31, 290 6 2611

See Condensed Notes 1o Condensed Financial Statements of Registrants beginnung on page 110
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APPALACHIAN POWER COMPANY
AND SUBSIDIARIES
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APPALACHIAN POWER COMPANY AND SUBSIDIARIES
MANAGEMENT’S NARRATIVE DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS

RESULTS OF OPERATIONS

KWi Sales/Degree Days
Summary of KWh Energy Sales

Three Months Ended March 31,
2020 2019
(in millions of KWhs)

Retail:
Residential 3,169 3,587
Commercial 1,477 1,596
Industrial 2,237 2,336
Miscellancous 207 219
Total Retail 7,090 7,738
Wholesale 472 816
Total KWhs 7,562 8,554

Heating dcgree days and cooling degree days are metrics commonly used in the utility industry as a measure of the impact of weather on
revenues.

Summary of Heating and Cooling Degree Days

Three Months Ended March 31,

2020 2019
(in degree days)
Actual — Heating (a) 953 1,252
Normal — Heating (b) 1,324 1,312
Actual — Cooling (c) 20 —
Normal — Cooling (b) 6 7
(a) Heating degree days are calculated on a 55 degree temperature base.

(b) Normal Heating/Cooling represents the thirty-year average of degree days.
(c) Cooling degree days are calculated on a 65 degree temperature base.
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First Quarter of 2020 Compared to First Quarter of 2019
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Reconciliation of First Quarter of 2019 to First Quarter of 2020

First Quarter of 2019

Changes in Gross Margin:

Net Income
(in millions)

$ 133.7

Retail Margins

Margins from Off-system Sales
Transmission Revenues

Other Revenues

Total Change in Gross Margin

Changes in Expenses and Other:

143
(0.6)
1.4
1.8
16.9

Other Operation and Maintenance

Depreciation and Amortization

Taxes Other Than Income Taxes

Interest Income

Allowance for Equity Funds Used During Construction

Non-Service Cost Components of Net Periodic Benefit Cost

Interest Expense
Total Change in Expenses and Other

Income Tax Expense

First Quarter of 2020

14.1
9.7)
2.0)
(0.5)
0.7
0.4
(3.8)
(0.8)

(34.5)

$ 115.3

The major components of the increasc in Gross Margin, defined as revenues less the related direct cost of fuel, including consumption of

chemicals and emissions allowances, and purchased electricity were as follows:

» Retail Margins increascd $14 million primarily due to the following:
* A $17 million increase due 1o customer refunds rclated to the 2018 Tax Reform. This increase was partially offset in Income Tax

Expense (Benefit) below.

* A $14 million increase in deferred fuel primarily due to the timing of recoverable PIM expenses. This increase was offset in other

expense items below.

* A $12 million increasc due to the impact of the 2019 WVPSC order which required the Company to offset Excess ADIT not subject
to normalization requirements against the deferred fuel under-recovery balance in 2019.
+ A $10 million increase due to a base rate increase in West Virginia that was partially offset in Depreciation and Amortization

expenses below.

* A $4 million increase due to revenue primarily from rate riders in West Virginia.

These increases were partially offset by:

* A $33 million decrease in weather-related usage primarily driven by a 24% decrease in healing degree days.
* A $9 million decrease in weather-normalized margins occurring across all retail classes.

Sponsored By. Michael Baird
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Expenses and Other and Income Tax Expense (Benefit) changed between years as follows:

+  Other Operation and Maintenance expenses decreased $14 million primarily due to the following:
* A $5 million decrease in maintenance expensc at various generation plants.
+ A $5 million decrease in employee-related expenses.
* A $4 million decrease in PJM expenses primarily related to the annual formula rate true-up.
* A $4 million decrease in storm and vegetation management services.
Thesc decreases were partially offset by:
+ A $5 million increase in recoverable PIM transmission expenses which were partially offset within Retail Margins above.
+ Depreciation and Amortization expenses incrcased $10 million primarily due to a higher depreciable base and an increase in West
Virginia depreciation rates beginning in March 2019. This increase was partially offsct within Retail Margins above.
+ Interest Expense increased $4 million primarily due to higher long-term debt balances.
+ Income Tax Expense increased $35 million primarily duc to a decrease in amortization of excess ADIT and an increase in pretax book
income. The decreasc in amortization of excess ADIT is partially offset above in Gross Margin and Other Opcration and Mainichance
expenses.
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APPALACHIAN POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
For the Three Months Ended March 31, 2020 and 2019
(in millions)

(Unaudited)
Three Months Ended March 31,
2020 2019
REVENUES
Electric Generation, Transmission and Distribution $ 6970 § 738.7
Sales to AEP Affiliates 497 S17
Other Revenues 27 24
TOTAL REVENUES 749 4 792 8
EXPENSES

Fuel and Other Consumables Used for Electric Generation 1110 183.3
Purchased Electricity for Resale 1226 1106
Other Operation 1340 136.9
Maintenance 503 61.5
Depreciation and Amortization 1222 112.5
Taxes Other Than Income Taxes 379 359
TOTAL EXPENSES 578.0 640.7
OPERATING INCOME 171.4 1521
Other Income (Expense):

Interest Income 03 08
Allowance for Equity Funds Used During Construction 24 17
Non-Service Cost Components of Net Periodic Benefit Cost 47 43
Interest Expense (83.1) (49.3)
INCOME BEFORE INCOME TAX EXPENSE (BENEFIT) 1257 109 6
Income Tax Expense (Benefit) 10.4 (24.1)
NET INCOME $ 1153  $ 1337

The common stock of APCo is wholly-ovwned by Parent.

See Condensed Notes to Condensed Fancial Statements of Registrants begmning on page 110
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APPALACHIAN POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
For the Three Months Ended March 31, 2020 and 2019
(in millions)

(Unaudited)
Three Months Ended March 31,
2020 2019
Net Income $ 1153  $ 133.7
OTHER COMPREHENSIVE LOSS, NET OF TAXES

Cash Flow Hedges, Net of Tax of $(1.1) and $(0.1) in 2020 and 2019, Respectively 4.2) (0.2)
Amortization of Pension and OPEB Deferred Costs, Net of Tax of $(0.3) and $(0.2) in 2020 and 2019,

Respectively 0.9 (0.6)
TOTAL OTHER COMPREHENSIVE LOSS G0 08)
TOTAL COMPREHENSIVE INCOME $ 1102 $ 1329

See Condensed Notes 1o Condensed FFinancial Statements of Registrants begmning on page 110.
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APPALACHIAN POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN
COMMON SHAREHOLDER’S EQUITY
For the Three Months Ended March 31, 2020 and 2019
(in millions)

(Unaudited)
Accumulated
Other
Common Paid-in Retained Comprehensive
Stock Capital Earnings Income (L.oss) Total

TOTAL COMMON SHAREHOLDER’S EQUITY

— DECEMBER 31, 2018 $ 2604 $ 1,8287 § 19220 § 3.0 3 4,006 1
Common Stock Dividends (50.0) (50.0)
Net [ncome 1337 1337
Other Comprehensive Loss (08) (0.8)
TOTAL COMMON SHAREHOLDER’S EQUITY

— MARCH 31, 2019 $ 2604 % 1,8287 § 20057 % (5.8) $ 4,089 0
TOTAL COMMON SHAREHOLDER’S EQUITY

- DECEMBER 31, 2019 $ 2604 % 18287 % 2.0783 $ 5.0 $ 41724
Common Stock Dividends (50.0) (50 0)
Net Income 1153 115.3
Other Comprehensive Loss (51) (51)
TOTAL COMMON SHAREHOLDER'’S EQUITY

—~ MARCH 31, 2020 $ 2604 § 1,8287 § 2,143.6 % ©1n 3 4,232.6

See Condensed Notes to Condensed Financial Statements of Registrants begiming on page 110
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APPALACHIAN POWER COMPANY AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS
March 31, 2020 and December 31, 2019
(in millions)
(Unaudited)

CURRENT ASSETS

March 31,

December 31,

Cash and Cash Equivalents
Restricted Cash for Securitized Funding
Advances to Affiliates

Accounts Receivable
Customers

Affihated Companics

Accrued Unbilled Revenues

Miscellancous

Allowance for Uncollectible Accounts

Total Accounts Recervable

Fuel

Materals and Supplies
Risk Management Assets

Regulatory Asset for Under-Recovered Fuel Costs

Prepayments and Other Current Assets
TOTAL CURRENT ASSETS

PROPERTY, PLANT AND EQUIPMENT

Electric
Generation
Transmission

Distribution

Other Property, Plant and Equipment
Construction Work 1n Progress

Total Property, Plant and Equipment

Accumulated Depreciation and Amortization
TOTAL PROPERTY, PLANT AND EQUIPMENT — NET

OTHER NONCURRENT ASSETS

Regulatory Assets
Securitized Asscts

Long-term Risk Management Asscts
Operating Lease Assets

Deferred Charges and Other Noncurrent Asscts
TOTAL OTHER NONCURRENT ASSETS

TOTAL ASSETS

See Condensed Notes to Condensed Financial Statements of Registrants beginning on page 110
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2020 2019

28 33

157 235
218 22.1
132.6 129.0
780 643
461 597
06 05
(2.9 (26)
254 4 2509
160 0 1497
100 4 1052
181 394
349 425
331 640
6412 700 6
6,602 | 6,563 7
3,6132 3,584 1
4279 1 42017
585.5 571.3
5740 5934
15,6539 15,5142
44970 44323
11,156.9 11,081.9
464 0 4572
2285 2347
01 01
715 785
2254 2153
9955 9858
12,793 6 12.768 3
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APPALACHIAN POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
LIABILITIES AND COMMON SHAREHOLDER’S EQUITY
March 31, 2020 and December 31,2019
(Unaudited)

March 31, December 31,
2020 2019
(in millions)
CURRENT LIABILITIES

Advances from Affiliates $ 3553 § 2367
Accounts Payable

General 1987 307 8

Affiliated Companies 752 925
Long-term Debt Due Within One Year — Nonaffiliated 5833 2156
Risk Management Liabilities 150 19
Customer Deposits 84.5 858
Accrued Taxcs 1027 996
Accrued Interest 670 479
Obhigations Under Operating Leases 154 152
Other Current Liabilities 901 123.0
TOTAL CURRENT LIABILITIES 1,5872 1,226 0

NONCURRENT LIABILITIES
Long-term Debt — Nonaffihated 3,769 1 4,148.2
Long-term Rish Management Liabihties 01 —
Deferred Income Taxes 1,6809 1,680 8
Regulatory Liabilities and Deferred Investment Tax Credits 1,254 5 1,268 7
Asset Retirement Obligations 1036 102.1
Employee Benefits and Pension Obligations 473 509
Obligations Under Operating Leases 63.1 640
Deferred Credits and Other Noncurrent Liabilities 552 552
TOTAL NONCURRENT LIABILITIES 6,973.8 7,369.9
TOTAL LIABILITIES 8,561 0 8,5959
Rate Matters (Note 4)
Commtments and Contingencies (Note 5)
COMMON SHAREHOLDER’S EQUITY

Common Stock — No Par Value:

Authorized - 30,000,000 Shares

Outstanding — 13,499,500 Shares 260 4 2604
Paid-in Caprtal 1.828 7 1,828 7
Retamned Earnings 2,143 6 2,078 3
Accumulated Other Comprehensive Income (Loss) on 50
TOTAL COMMON SHAREHOLDER'’S EQUITY 42326 4,172 4
TOTAL LIABILITIES AND COMMON SHAREHOLDER’S EQUITY $ 12,7936 % 12,768 3

See Condensed Notes to Condensed Financial Statements of Registrants beginning on page 110
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APPALACHIAN POWER COMPANY AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASII FLOWS

FFor the Three Months Ended March 31, 2020 and 2019

(in millions)
(Uinaudited)

OPERATING ACTIVITIES

Three Months Ended March 31,

Schedule J-2 (1Q - 2020 AEP Form 10-Q)

Page 86 of 351

Net Income

Adjustments to Reconcile Net Income to Net Cash Flows from Operating Activities:

Depreciation and Amortization

Deferied Income Taxes

Allowance for Equity Funds Used During Construction

Matk-to-Matket of Risk Management Contracts

Deferred Fuel Over/Under-Recovery, Net

Change m Other Noncurrent Assets

Change 1n Other Noncurrent Liabilities

Changes in Certain Components of Working Capital:

Accounts Receivable, Net
Fuel. Materals and Supplies
Accounts Payable

Accrued Taxes. Net

Other Current Assets

Other Current Liabiliies

Net Cash Flows from Operating Activities

INVESTING ACTIVITIES

Constiuction Expenditures
Change in Advances to Affiliates, Net

Other Investing Activities

Net Cash Flows Used for Investing Activities

FINANCING ACTIVITIES

Issuance of Long-term Debt — Nonaffiliated

Change in Advances from Affiliates. Net

Retirement of Long-term Debt - Nonaffihated

Principal Payments for Finance Lease Obligations

Dividends Paid on Common Stock

Other Financing Activities

Net Cash Flows from Financing Activities

Net Decrease in Cash, Cash Equivalents and Restricted Cash for Securitized Funding

Cash, Cash Equivalents and Restricted Cash for Securitized Funding at Beginning of Period

Cash, Cash Equivalents and Restricted Cash for Securitized Funding at End of Period

SUPPLEMENTARY INFORMATION

Cash Paid for Interest, Net of Capitalized Amounts

Net Cash Paid for Income Taxes

Noncash Acquisitions Under Finance Leases

Construction Expenditures Included in Curtent Liabilhiies as of March 31,

See Condensed Notes to Condensed Financia Statements of Registrants beginmng on page 110
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2020 2019
1153 1337
1222 125

(51 (45 0)
(24) a7
296 506
76 208
(24 4) (121
(16.1) (20 5)
(2.6) 195
(55) 96)
(86.6) (83)
145 137
192 (0.8)
(arn (2.3)
154 6 250.5
@19 1) (205 1)
03 (193.6)
I 152
Q177 (383.5)
- 3933
1186 (205.6)
(12.2) (120)
(1.8) (1.6)
(500) (50.0)
02 03
548 124.4
83 (8.6)
268 298
185 212
319 145
— 80
19 2.1
103.7 878
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INDIANA MICHIGAN POWER COMPANY
AND SUBSIDIARIES
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INDIANA MICHIGAN POWER COMPANY AND SUBSIDIARIES
MANAGEMENT’S NARRATIVE DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS

RESULTS OF OPERATIONS
KWh Sales/Degree Days
Summary of KWh Energy Sales
Three Months Ended March 31,
2020 2019
(in millions of KWhs)
Retail:
Residential 1,455 1,615
Commercial 1,122 1,156
Industrial 1,845 1,888
Miscellaneous 18 19
Total Retail 4,440 4,678
Wholesale 1,693 2,423
Total KWhs 6,133 7,101

Heating degree days and cooling degrec days are metrics commonly used in the utility industry as a measure of the impact of weather on
revenues.

Summary of Heating and Cooling Degree Days

Three Months Ended March 31,

2020 2019
(in degree days)
Actual — Heating (a) 1,836 2,239
Normal — Heating (b) 2.182 2,160
Actual — Cooling (c) — —
Normal — Cooling (b) 2 2

(a) Heating degree days are calculated on a 55 degree temperature base.
(b) Normal Heating/Cooling represents the thirty-year average of degree days.
(c) Cooling degree days are calculated on a 65 degree temperature base.
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First Quarter of 2020 Compared to First Quarter of 2019
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Reconciliation of First Quarter of 2019 to First Quarter of 2020

Net Income
(in millions)

First Quarter of 2019 $ 98.9
Changes in Gross Margin:

Retail Margins 27
Margins from Off-system Sales 0.1
Transmission Revenues 14
Other Revenues 0.7)
Total Change in Gross Margin 35
Changes in Expenses and Other:

Other Operation and Maintenance 50
Depreciation and Amortization )]
Taxes Other Than Income Taxes 0.9
Other Income 32)
Non-Service Cost Components of Net Periodic Benefit Cost 02)
Interest Expense (18)
Total Change in Expenses and Other (7.0)
Income Tax Expense (3.1
First Quarter of 2020

$ 923

The major components of the mcrease in Gross Margin, defined as revenues less the related direct cost of fuel, ncluding consumption of
chemicals and emissions allowances, and purchased electricity were as follows

*  Retail Margins increased $3 million primarily duc to the following:
« A $14 million mcrease from rate proceedings This increase was partially offset in other expense items below.,
+ An $11 nullion increase related to fuel, primanly due to the timing of recoverable PJM expenses. This increase was partially offsct

in other expense items below

+ A $4 million mcrease duc 1o decreased costs for power acquired under the UPA between AEGCo and 1&M
+ A $3 mullion decrease m fuel-related expenses due to timing of recovery for fuel and other variable production costs related to

wholesale contracts
These increases were partially offset by

+ A $16 million decrease 0 weather-normalized margins,

* A $14 million decrease 1n weather-related usage primanly due to an 18% decrease mn heating degree days

Expenses and Other and Income Tax Expense changed between years as follows

e Other Operation and Maintenance expenses decreased $5 million primarily due to the following
* A $7 million decrease duc to an increased Nuclear Electric Insurance Limited distribution m 2020

+ A $5 million decrease in employee-related expenses

+ A $2 milhion decrease m vegetation management expenses
* A $2 mullion decrease in Cook Plant refueling outage amortization expense, primarily due to decreased costs of outages

These decreases were partially offset by

* An $11 million increase m transmission expenses primarily due 1o an mncrease m recoverable PIM expenses This increase was

partially offset in Retail Margins above

* Depreciation and Amortization cxpenses increased $8 mullion primarilly due to a higher depreciable base and an increase in
deprectation rates This mcrease was partially offset m Retail Margins above

Sponsored By. Michael Baird
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*  Other Income decreased $3 million primarily due to AFUDC adjustments that resulted from 2019 FERC audit findings.
+ Income Tax Expense increased $3 million primarily due to the recognition of a discrete tax adjustment and a decrease in favorable flow
through tax benefits.
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INDIANA MICHIGAN POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
For the Three Months Ended March 31, 2020 and 2019
(in millions)

(Unaudited)
Three Months Ended March 31,
2020 2019
REVENUES
Electric Generation, Transmission and Distribution $ 5534 $ 5967
Sales to AEP Affihates 29 23
Other Revenues — Affiliated 12.5 133
Other Revenues — Nonaffiliated 1.5 20
TOTAL REVENUES 570.3 6143
EXPENSES

Fuel and Other Consumables Used for Electric Generation 532 576
Purchased Electricity for Resale 501 69.6
Purchased Electricity from AEP Affiliates 362 598
Other Operation 144.7 1405
Maintenance 49 1] 583
Depreciation and Amortization 939 86.2
Taxes Other Than Income Taxes 26 4 273
TOTAL EXPENSES 453.6 499.3
OPERATING INCOME 116.7 115.0
Other Income (Expense):

Other Income 25 57
Non-Service Cost Components of Net Periodic Bencfit Cost 42 44
Interest Expense 307 (28.9)
INCOME BEFORE INCOME TAX EXPENSE (BENEFIT) 927 962
Income Tax Expense (Benefit) 04 27
NET INCOME $ 923 $ 989

The common stock of 1&M 1s wholly-owned by Parent

See Condensed Notes to Condensed Financial Statements of Registrants beginmng on page 110
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INDIANA MICHIGAN POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
For the Three Months Ended March 31, 2020 and 2019
(in millions)

(Unaudited)
Three Months Ended March 31,
2020 2019
Net Income $ 923 $ 98.9
OTHER COMPREHENSIVE INCOME, NET OF TAXES
Cash Flow Hedges, Net of Tax of $0 [ and $0.1 in 2020 and 2019, Respectively 04 0.4
TOTAL COMPREHENSIVE INCOME $ 927 $ 993

See Condensed Notes to Condensed Financial Statements of Registrants beginning on page 110
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INDIANA MICHIGAN POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN
COMMON SHAREHOLDER’S EQUITY
For the Three Months Ended March 31, 2020 and 2019
(in millions)

(Unaudited)
Accumulated
Other
Common Paid-in Retained Comprehensive
Stock Capital Earnings Income (Loss) Total
TOTAL COMMON SHAREHOLDER’S EQUITY —

DECEMBER 31, 2018 $ 566 $ 9809 § 1,329.1 § (138 § 2,352.8
Common Stock Dividends (20.0) (20.0)
Net Income 989 98.9
Other Comprehensive Income 04 04
TOTAL COMMON SHAREHOLDER’S EQUITY —

MARCH 31,2019 $ 566 % 9809 % 14080 § (134) % 2,432 1
TOTAL COMMON SHAREHOLDER’S EQUITY —

DECEMBER 31, 2019 $ 566 % 9809 % 15185 % 16y % 2,544 4
Common Stock Dividends 21.3) 21 3)
ASU 2016-13 Adoption 0.4 04
Net Income 92.3 92.3
Other Comprehensive Income 04 0.4
TOTAL COMMON SHAREHOLDER’S EQUITY —

MARCH 31, 2020 $ 566 % 9809 % 15899 § (12 s 2,6162

See Condensed Notes to Condensed Financial Statements of Registrants begimung on page 110
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INDIANA MICHIGAN POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
ASSETS
March 31, 2020 and December 31,2019
(in millions)

(Unaudited)
March 31, December 31,
2020 2019
CURRENT ASSETS

Cash and Cash Equivalents 18 20
Advances to Affiliates 133 132
Accounts Recervable

Customers 475 536

Affiliated Companies 51.1 537

Accrued Unbilled Revenues 18 25

Miscellaneous 13 03

Allowance for Uncollectible Accounts (03) (06)

Total Accounts Receivable 101 4 109 5
Fuel 7117 562
Materals and Supplies 171.1 1713
Risk Management Assets 67 98
Regulatory Asset for Under-Recovered Fuel Costs 12 30
Accrued Reimbursement of Spent Nuclear Fuel Costs 8.4 240
Prepayments and Other Current Assets 16.4 14.0
TOTAL CURRENT ASSETS 392.0 4030
PROPERTY, PLANT AND EQUIPMENT

Electric.

Generation 51140 5,099 7

Transmission 1,647 5 1,641 8

Distribution 2474 8 24376
Other Property, Plant and Equipment (Including Coal Miming and Nuclear Fuel) 617.4 6326
Construction Work 1n Progress 420 1 3823
Total Property, Plant and Equipment 10,273.8 10,194 0
Accumulated Depreciation, Depletion and Amortization 3,356 3 3,2943
TOTAL PROPERTY, PLANT AND EQUIPMENT ~ NET 6,917.5 6,899 7

OTHER NONCURRENT ASSETS

Regulatory Assets 4590 4821
Spent Nuclear Fuel and Decommissioning Trusts 2,679 2 2,9757
Long-term Risk Management Assets 01 01
Operating Lease Assets 2736 2949
Deferred Charges and Other Noncurrent Assets 1840 1819
TOTAL OTHER NONCURRENT ASSETS 3,595.9 3,934 7
TOTAL ASSETS 10,905 4 11,2374

See Condensed Notes to Condensed Financial Statements of Registrants beginning on page 110
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INDIANA MICHIGAN POWER COMPANY AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

LIABILITIES AND COMMON SHAREHOLDER’S EQUITY

March 31, 2020 and December 31, 2019
(dollars in millions)
(Unaudited)

CURRENT LIABILITIES

Advances from Affiliates
Accounts Payable
General
Affiliated Companies

Long-term Debt Due Within One Year — Nonaffiliated
(March 31, 2020 and December 31, 2019 Amounts Inciude $80 0 and $86.1, Respectively, Related to
DCC Fuel)

Risk Management Liabilities

Customer Depostts

Accrued Taxes

Accrued Interest

Obligations Under Operating Leases

Regulatory Liability for Over-Recovered Fuel Costs
Other Current Liabilities

TOTAL CURRENT LIABILITIES

NONCURRENT LIABILITIES

Long-term Debt — Nonaffiliated

Long-teri Risk Management Liabilities

Deferred Income Taxes

Regulatory Liabilities and Deferred [nvestment Tax Credits
Asset Retirement Obligations

Obligations Under Operating Leases

Defeired Credits and Other Noncurrent Liabtlities

TOTAL NONCURRENT LIABILITIES

TOTAL LIABILITIES

Rate Matters (Note 4)
Commitments and Conttngencies (Note 5)

COMMON SHAREHOLDER’S EQUITY

Common Stock — No Par Value
Authonized — 2,500,000 Shares
Outstanding — 1,400,000 Shares
Paid-in Capital
Retained Earnings
Accumulated Other Comprehensive Income (Loss)
TOTAL COMMON SHAREHOLDER’S EQUITY

TOTAL LIABILITIES AND COMMON SHAREHOLDER’S EQUITY
See Condensed Notes to Condensed l<inancial Statements of Registrants begimning on page 170.
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March 31, December 31,
2020 2019

1037 §$ 1144
131.5 169 4
710 68 4
1336 1397
1.7 05

388 39.4
1374 1124
203 362
853 873
267 6.1

70 8 109 6
820 8 8834
2,894 4 29105
01 e

984 3 979 7
1,550 4 1,891 4
1.766 0 1,748 6
2090 2116
64 2 678
7,468 4 7,809 6
8,289.2 8,693.0
56 6 56 6
9809 980 9
1,5899 1,518 5
(112) (11 6)
2,6162 2,544 4
10,9054 $ 11,237 4

4722



INDIANA MICHIGAN POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Three Months Ended March 31, 2020 and 2019

(in millions)
(Unaudited)

OPERATING ACTIVITIES

Schedule J-2 (1Q - 2020 AEP Form 10-Q)

Page 96 of 351

Three Months Ended March 31,

Net Income
Adjustments to Reconcile Net Income to Net Cash Flows fi om Operating Activities:
Depreciation and Amortization
Defetied Income Taxes
Amortization (Deferral) of Incremental Nuclear Refuehing Outage Expenses, Net
Allowance for Equity Funds Used During Constiuction
Mark-to-Market of Risk Management Contracts
Amoitization of Nuclear Fuel
Deferred Fuel Over/Under-Recovery, Net
Change 1n Other Noncurrent Assets
Change 1n Other Noncurrent Liabilities
Changes in Certain Components of Working Capital:
Accounts Recervable, Net
Fuel, Matenals and Supplies
Accounts Payable
Accrued Taxes, Net
Other Current Assets
Other Current Liabilities

Net Cash Flows from Operating Activities

INVESTING ACTIVITIES

Construction Expenditures

Change in Advances to Affiliates, Net
Puichases of Invesiment Securities
Sales of Investment Securities
Acquisitions of Nuclear Fuel

Other Investing Activities

Net Cash Flows Used for Investing Activities

FINANCING ACTIVITIES

Change in Advances from Affiliates, Net
Retitement of Long-term Debt — Nonaftiliated
Princtpal Payments for Finance Lease Obligations
Dividends Paid on Common Stockh

Other Financing Activities

Net Cash Flows Used for Fmancing Activities
Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period

Cash and Cash Equivalents at End of Period

SUPPLEMENTARY INFORMATION

Cash Paid for Interest, Net of Capitalized Amounts
Net Cash Paid (Reccived) for Income Taxes
Noncash Acqusitions Under Finance Leases

Construction Expendituies Included in Cunent Liatnlities as of Maich 31,

Sponsored By Michael Baird

2020 2019
923 989
939 862
(163) 139
152 (14 8)
(20) (62)

44 47
234 251
25 52)
144 135
100 52
86 160
(162) 66
216) [€R))]
250 256
182 14
(627) (352)
209 | 204 8
(141 4) (149 3)
©1n 1
(626 0) {130 3)
6124 19
(13) (324)
42 86
(1522) (191 6)
(107) 336
237) (26 5)
1% (12
213) (20 0)
01 02
571 (13 9)
02) 07)
20 24
I8 17
443 433
— (33)
14 17
678 800
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Acquusition of Nuclear Fuel Included in Current Liabihties as of March 31, — 10

Expected Remmbursement for Capital Cost of Spent Nuclear Fuel Dry Cask Stoiage 13 79

See Condensed Notes to Condensed Financial Statements of Registrants begimnmg on page 110
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OHIO POWER COMPANY AND SUBSIDIARIES

82
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OHIO POWER COMPANY AND SUBSIDIARIES
MANAGEMENT’S NARRATIVE DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS

RESULTS OF OPERATIONS

KWh Sales/Degree Days

Summary of KWh Energy Sales
Three Months Ended March 31,

2020 2019
(in millions of KWhs)

Retail:
Residential 3,834 4,123
Commercial 3,516 3,527
Industrial 3,543 3,623
Miscellaneous 30 31
Total Retail (a) 10,923 11,304
Wholesale (b) 390 638
Total KWhs 11,313 11,942

(a) Represents energy delivered to distribution customers.
(b) Primarily Ohio’s contractually obligated purchases of OVEC power sold to PIM.

Heating degree days and cooling degree days are metrics commonly used in the utility industry as a measure of the impact of weather on
revenues.

Summary of Heating and Cooling Degree Days

Three Months Ended March 31,

2020 2019
(in degree days)
Actual — Heating (a) 1,473 1,892
Normal — Heating (b) 1.898 1,877
Actual — Cooling (c¢) 3 1
Normal — Cooling (b) 3 3

(a) Heating degree days are calculated on a 55 degree temperature base.
(b) Normal Heating/Cooling represents the thirty-ycar average of degree days.
(¢) Cooling degree days are calculated on a 65 degree temperature basc.
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First Quarter of 2020 Compared to First Quarter of 2019

Reconciliation of First Quarter of 2019 to First Quarter of 2020
Net Income
(in millions)

First Quarter of 2019 $ 1280

Changes in Gross Margin:

Retail Margins (937
Margins from Off-system Sales 2.3
Transmission Revenues 06
Other Revenues 5.5
Total Change in Gross Margin (853)

Changes in Expenses and Other:

Other Operation and Maintenance 40.5
Depreciation and Amortization (7.2)
Taxes Other Than Income Taxes @31
Interest Income (0.6)
Carrying Costs Income 0.2
Alfowance for Equity Funds Used During Construction (3.3)
Non-Service Cost Components of Net Periodic Benefit Cost 0.1
Interest Expense (4.3)
Total Change in Expenses and Other 22.3
Income Tax Expense 10.1
First Quarter of 2020 $ 75.1

The major components of the decrcase in Gross Margin, defined as revenues less the related direct cost of purchased clectricity and
amortization of gencration deferrals were as follows

Retail Margins decreased $94 million primarily due to the following

A $58 million decrease duc to a reversal of a regulatory provision in the first quarter of 2019

A $39 million net decrease 1n Basic Transmission Cost Rider revenues and recoverable PJM expenses. This decrease was partially
offset in Other Operation and Maintenance expenses below

A $13 mullion decreasc in Deferred Asset Phase-In-Recovery Rider revenues which ended mn the second quarter of 2019 This
decrease was offset in Depreciation and Amortization expenses below

A $7 milhion net decrease in margin for the Rate Stability Rider including associated amortizations which ended in the third quarter
of 2019

A $5 mullion decrease due to the OVEC PPA nider which was replaced by the Legacy Generation Resource Rider (LGRR) This
decrease was offset in Margins from Off-system Sales and Other Revenues below

A $3 mullion decrease m revenues associated with a vegetation management rider This decrease was offset in Other Operation and
Maintenance expenses below

These decreases were partially offset by:

A $17 mullion increase in rider revenues associated with the DIR This increase was partially offset in other expense items below.

A $7 nullion increase n revenues associated with smart grid riders This increase was partially offset i other cxpense items below
A $7 million mcrease mn revenues associated with the Universal Service Fund (USF). This increase was offset in Other Operation
and Maintenance expenses below

A $3 nillion increase in Encrgy Efficicncy/Peak Demand Reduction rider revenues This imcreasc was offset in Other Operation and
Maintenance expenses below

Other Revenues increased $6 million primarily due to third-party LGRR revenue related to the recovery of OVEC costs. This increase
was offset in Retail Margins above
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Expenses and Other and Income Tax Expense changed between years as follows:

+  Other Operation and Maintenance cxpenses decrcased $41 million primarily due to the following:
* A $40 million decrease in recoverable PJM expenscs. This decrcase was offset in Gross Margin above.
+ A $6 million decrease in PJM expenses primarily related to the annual formula rate true-up.
* A $4 million decrease in recoverable distribution expenses related to vegetation management. This decrease was partially offset in
Retail Margins above.
These decreases were partially offset by:
* A $7 million increase in remitted USF surcharge payments to the Ohio Department of Development to fund an energy assistance
program for qualified Ohio customers. This increase was offset in Retail Margins above.
* Depreciation and Amortization expenses increased $7 million primarily due to the following:
* A $5 million increasc in depreciation expense due to an increase in the depreciable base of transmission and distribution assets.
+ A $5 million increasc due to lower deferred equity amortizations associated with the Deferred Asset Phase-In-Recovery Rider which
ended in the second quarter of 2019,
« A $5 million increasc in recoverable DIR depreciation expense. This increase was partially offset in Retail Margins above.
These increases were partially offset by:
* A $10 million decrcase in amortizations associated with the Deferred Asset Phase-in-Recovery Rider which ended in the second
quarter of 2019. This decrcase was offset in Retail Margins above.
» Taxes Other Than Income Taxes increcased $3 million primarily duc to an increase in property taxes driven by additional investments
in transmission and distribution assets and higher tax rates.
+ Allowance for Equity Funds Used During Construction decreased $3 million primarily due to adjustments that resulted from 2019
FERC audit findings and decreased projects.
» Interest Expense increased $4 million primarily due to higher long-term debt balances.
* Income Tax Expense decreased $10 million due to a decrease in pretax book income partially offset by a decrease in amortization of
Excess ADIT. The decrease in amortization of Excess ADIT is partially offset in Retail Margins above.
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OHIO POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
For the Three Months Ended March 31, 2020 and 2019

(in millions)
(Unaudited)

Three Months Knded March 31,

2020 2019
REVENUES
Electricity, Transmission and Distribution $ 679.2 826.5
Sales to AEP Aftiliates 84 75
Other Revenues 27 28
TOTAL REVENUES 6903 836 8
EXPENSES

Purchased Electricity for Resale 149.1 1742
Purchased Electricity from AEP Affiliates 424 46 1
Amortization of Generation Deferrals — 324
Other Operation 1773 2169
Maintenance 31.6 325
Depreciation and Amortization 705 633
Taxes Other Than [ncome Taxes 112.0 108.9
TOTAL EXPENSES 5829 6743
OPERATING INCOME 107 4 1625
Other Income (Expense):

Interest Income 02 08
Carrying Costs Income 04 02
Allowance for Equity Funds Used During Construction 19 5.2
Non-Service Cost Components of Net Periodic Benefit Cost 3.8 37
Interest Expense (28.9) (24.6)
INCOME BEFORE INCOME TAX EXPENSE 84.8 147.8
Income Tax Expense 9.7 19.8
NET INCOME $ 75.1 128.0

The common stock of OPCo 1s wholly-owned by Parent

See Condensed Notes to Condensed Financial Statements of Registrants begmning on page 110
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OHIO POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
For the Three Months Ended March 31, 2020 and 2019
(in millions)

(Unaudited)
Three Months Ended March 31,
2020 2019
Net Income $ 751 % 1280
OTHER COMPREHENSIVE LOSS, NET OF TAXES
Cash Flow Hedges, Net of Tax of $0 and $(0 1) in 2020 and 2019, Respectively — 03)
TOTAL COMPREHENSIVE INCOME $ 751 % 1277

See Condensed Notes 1o Condensed Financial Statements of Registrants beginnng on page 110
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OHIO POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN
COMMON SHAREHOLDER’S EQUITY
For the Three Months Ended March 31, 2020 and 2019
(in millions)

(Unaudited)
Accumulated
Other
Common Paid-in Retained Comprehensive
Stock Capital Earnings Income (Loss) Total

TOTAL COMMON SHAREHOLDER’S EQUITY

- DECEMBER 31, 2018 $ 3212 % 8388 $ 1,1364  § 1.0 $ 2,297.4
Common Stock Dividends 250) (25.0)
Net Income 128.0 128 0
Other Comprehensive Loss (0.3) 0.3)
TOTAL COMMON SHAREHOLDER'S EQUITY

— MARCH 31, 2019 $ 3212 $ 8388 % 12394 ¢ 07 $ 2,400.1
TOTAL COMMON SHAREHOLDER’S EQUITY

- DECEMBER 31, 2019 $ 3212 % 8388 §% 1,3485 & — $ 2,508.5
Common Stock Dividends (21.9) 219
ASU 2016-13 Adoption 03 0.3
Net Income 751 751
TOTAL COMMON SHAREHOLDER’S EQUITY

-~ MARCH 31, 2020 $ 212§ 8388 $ 1,4020 $ — $ 2,562 0

See Condensed Notes 1o Condensed Financial Statements of Registrants beginning on page 110.
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OHIO POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS
March 31,2020 and December 31, 2019
(in millions)
(Unaudited)

CURRENT ASSETS

Cash and Cash Equivalents
Accounts Recervable:
Customers
Affiliated Companics
Accrued Unbilled Revenues
Miscellaneous
Allowance for Uncollectible Accounts
Total Accounts Recervable
Materials and Supplies
Renewable Encrgy Credits
Prepayments and Other Current Assets
TOTAL CURRENT ASSETS

PROPERTY, PLANT AND EQUIPMENT

Electric.
Transmission
Distribution
Other Property. Plant and Equipment
Construction Work in Progress
Total Property, Plant and Equipment
Accumulated Depreciation and Amortization
TOTAL PROPERTY, PLANT AND EQUIPMENT - NET

OTHER NONCURRENT ASSETS

Regulatory Assets
Deferred Charges and Other Noncurrent Assets
TOTAL OTHER NONCURRENT ASSETS

TOTAL ASSETS

See Condensed Notes to Condensed Financial Statements of Registrants beginning on page 110
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March 31, December 31,
2020 2019
3.1 3.7
429 53.0
731 59.3
342 203
3.8 05
0.4 0.7)
1536 1324
583 523
269 30.9
23.7 192
2656 2385
27130 2,686 3
5,404 5 53235
7972 765 8
4125 3944
93272 9.170 0
2,292.8 2,263.0
7,034 4 6,907 0
396.4 351.8
4856 546 3
882.0 898.1
8,182.0 8,043.6
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OHIO POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
LIABILITIES AND COMMON SHAREHOLDER'’S EQUITY
March 31, 2020 and December 31, 2019

(dollars in millions)
(Unaudited)

CURRENT LIABILITIES

Advances from Affiliates
Accounts Payable:

General

Aftiliated Companies
Long-term Debt Due Within One Year — Nonaffiliated
Risk Management Liabilitics
Customer Deposits
Accrued Taxcs
Obligations Under Operating Leases
Other Current Liabilities
TOTAL CURRENT LIABILITIES

NONCURRENT LIABILITIES

LLong-term Debt — Nonaftiliated

Long-term Risk Management Liabilities

Deferred Income Taxes

Regulatory Liabilities and Deferred Investment Tax Credits
Obligations Under Operating Lcases

Deferred Credits and Other Noncurrent Liabilities

TOTAL NONCURRENT LIABILITIES

TOTAL LIABILITIES

Rate Matters (Notc 4)
Commitments and Contingencies (Note 5)

COMMON SHAREHOLDER'’S EQUITY

Common Stock — No Par Valuc
Authorized — 40,000,000 Shares
Outstanding — 27.952.473 Sharcs
Paid-in Capital
Retained Earnings
TOTAL COMMON SHAREHOLDER'S EQUITY

TOTAL LIABILITIES AND COMMON SHAREHOLDER’S EQUITY
See Condensed Notes to Condensed Iinancial Statements of Registrants beginmng on page 110
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March 31, December 31,
2020 2019

29.4 131.0
220.3 233.7
109.0 103 6
0.1 0.1
8.7 73
74.1 70.6
449.2 5879
13.0 12.5
139.5 1512
1,043.3 1,297.9
2,429.0 2.0819
1122 96.3
8710 849 4
1,040.6 1,090.9
79.8 76.0
44.1 2.7
4.576.7 42372
5.,620.0 5.535.1
3212 3212
838.8 838.8
1.402.0 1.348 5
2,562.0 2,508 5
8,182.0 8,043.6
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OHIO POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Three Months Ended March 31, 2020 and 2019
(in millions)

(Unaudited)

OPERATING ACTIVITIES

Schedule J-2 (1Q - 2020 AEP Form 10-Q)
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Three Months Ended March 31,

Net Income
Adjustments to Reconcile Net Income to Net Cash Flows from Operating Activities:
Depreciation and Amortization
Amortization of Generation Deferrals
Deferred Income Taxes
Allowance for Equity Funds Used During Construction
Mark-to-Market of Risk Management Contracts
Property Taxes
Refund of Global Settlement
Reversal of Regulatory Provision
Change m Other Noncurrent Assets
Change 1n Other Noncurrent Laabilities
Changes in Certain Components of Working Capital:
Accounts Recervable, Net
Materials and Supphes
Accounts Payable
Accrued Taxes, Net
Other Current Assets
Other Current Liabilities

Net Cash Flows from Operating Activities

INVESTING ACTIVITIES

Construction Expenditures
Other Investing Activities

Net Cash Flows Used for Investing Activities

FINANCING ACTIVITIES

Issuance of Long-term Debt -~ Nonaffihiated
Change in Advances from Affihiates, Net
Retirement of Long-term Debt - Nonaffihated
Principal Payments for Finance Lease Obligations
Drvidends Paid on Common Stock

Other Financing Activities

Net Cash Flows from Financing Activities

Net Decrease in Cash, Cash Equivalents and Restricted Cash for Securitized Funding
Cash, Cash Equivalents and Restricted Cash for Securitized Funding at Beginning of Period

Cash, Cash Equivalents and Restricted Cash for Securitized Funding at End of Period

SUPPLEMENTARY INFORMATION

Cash Paid for Interest, Net of Capitalized Amounts
Net Cash Paid (Recerved) for Income Taxes
Noncash Acquisitions Under Finance Leases

Construction Expenditutes Included m Current Liabilities as of March 31,

See Condensed Notes to Condensed Fmancial Statements of Registrants beginning on page 110
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2020
751 1280
705 633

— 324
129 101
(19 (52)
173 67
744 660

- @“n

— (56 2)
615) 75)
(36 4) 176
(199) 317
(102) 34
355 (239)

(141 9) (114 4)
(20) (77
(8.4) (16 2)
35 1172
(232 8) (198 5)
59 37
(226 9) (194 8)
3471 —
(101 6) 1135

— (23 4)
a2 ©7
219 (250
04 05

2228 649
(06) 27

3,7 325
31 198
167 170

— 02
43 32
729 728
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PUBLIC SERVICE COMPANY OF OKLAHOMA
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PUBLIC SERVICE COMPANY OF OKLAHOMA
MANAGEMENT’S NARRATIVE DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS

RESULTS OF OPERATIONS
KWh Sales/Degree Days

Summary of KWh Energy Sales
Three Months Ended March 31,

2020 2019
(in millions of KWhs)

Retail:
Residential 1,362 1,520
Commercial 1,055 1,089
Industrial 1,437 1,433
Miscellancous 272 274
Total Retail 4,126 4,316
Wholesale 53 245
Total KWhs 4,179 4,561

Heating degree days and cooling degree days are metrics commonly used in the utility industry as a measure of the impact ol weather on
revenues.

Summary of Heating and Cooling Degree Days

Three Months Ended March 31,

2020 2019
(in degree days)
Actual — Heating (a) 799 1,171
Normal — Heating (b) 1,034 1,032
Actual — Cooling (c) 33 3
Normal — Cooling (b) 17 17

(a) Heating degree days are calculated on a 55 degrec temperaturce base.
(b) Normal Heating/Cooling represents the thirty-ycar average of degree days.
(¢) Cooling degree days are calculated on a 65 degree temperature base.
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First Quarter of 2020 Compared to First Quarter of 2019
Reconciliation of First Quarter of 2019 to First Quarter of 2020
Net Income (Loss)
(in millions)

First Quarter of 2019 $ 6.2

Changes in Gross Margin:

Retail Margins (a) _
Margins from Off-system Sales 0.2)

Transmission Revenues (0.5)
Other Revenues (1.2)
Total Change in Gross Margin (1.9)

Changes in Expenses and Other:

Other Operation and Maintenance (15.5)
Depreciation and Amortization (1.2)
Taxes Other Than Income Taxes 0.1
Interest Income 0.1
Allowance for Equity Funds Used During Construction 0.9
Interest Expense 1.1
Total Change in Expenses and Other (14.5)
Income Tax Expense 0.1)
First Quarter of 2020 $ (10.3)

(a) Includes firm wholesale sales to municipals and cooperatives.

The major componcents of the decrcase in Gross Margin, defined as revenucs less the related direct cost of fuel, including consumption of
chemicals and emissions allowances, and purchased clectricity were as follows:

* Retail Margins were consistent with the prior year due to the following:
« An$i1 million increase duc to new base rates implemented in April 2019.
This increasc was partially offset by:
+ A $7 million decrease in revenue from rate riders. This decrease was partially offset in other expensc items below.
+ A $3 million decrease in weather-related usage due to a 32% decreasc in heating degree days.

Expenses and Other changed between years as follows:
+  Other Operation and Maintenance expenses increased $16 million primarily due the following:
+ A $6 million increase in transmission expenses primarily due to increased SPP transmission services.
* A $5 million increase in distribution expenses primarily duc to an increase in vegetation management expenses.

* A $1 million increase in Energy Efficiency program costs. This increase was offsct in Retail Margins above.
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PUBLIC SERVICE COMPANY OF OKLAHOMA
CONDENSED STATEMENTS OF OPERATIONS
For the Three Months Ended March 31,2020 and 2019

REVENUES

(in millions)
(Unaudited)

Three Months Ended March 31,

Electric Generation, Transmission and Distribution
Sales 1o AEP Affihates

Other Revenues

TOTAL REVENUES

EXPENSES

Fuel and Other Consumables Used for Electric Generation
Purchased Electricity for Resale

Other Operation

Maintenance

Depreciation and Amortization

Taxes Other Than Income Taxes

TOTAL EXPENSES

OPERATING INCOME

Other Income (Expense):

Interest Income

Allowance for Equity Funds Used During Construction
Non-Service Cost Components of Net Periodic Benelit Cost
Interest Expense

INCOME (LOSS) BEFORE INCOME TAX EXPENSE

Income Tax Expense

NET INCOME (L.OSS)

The common stock of PSO 1s wholly-owned by Parent

See Condensed Notes 10 Condensed Financial Statements of Registrants begimning on page 110
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2020 2019

$ 2954 $ 3292
11 16

0.8 20

2973 3328

16.9 38.0

1104 1229

872 736

244 25

44.7 43.5

113 114

2949 311.9

24 209

01 —

1.0 0.1

21 21
(15 8) (16.9)

(10.2) 62

0.1 —

$ (103) § 6.2
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PUBLIC SERVICE COMPANY OF OKLAHOMA
CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
For the Three Months Ended March 31,2020 and 2019
(in millions)

(Unaudited)
Three Months Ended March 31,
2020 2019
Net Income (Loss) $ 103) $ 62
OTHER COMPREHENSIVE LOSS, NET OF TAXES
Cash Flow Hedges, Net of Tax of $(0.1) and $(0.1) in 2020 and 2019, Respectively 02) 02)
TOTAL COMPREHENSIVE INCOME (LOSS) $ (105) % 60

See Condensed Notes 10 Condensed Financial Statements of Registrants beginning on page 110.
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PUBLIC SERVICE COMPANY OF OKLAHOMA
CONDENSED STATEMENTS OF CHANGES IN
COMMON SHAREHOLDER’S EQUITY
For the Three Months Ended March 31, 2020 and 2019
(in millions)

(Unaudited)
Accumulated
Other
Common Paid-in Retained Comprchensive
Stock Capital Earnings Income (L oss) Total

TOTAL COMMON SHAREHOLDER’S EQUITY

- DECEMBER 31, 2018 $ 1572 % 3640 $ 7247 $ 2.1 $ 1,248.0
Common Stock Dividends (11.3) (113)
Net [ncome 62 62
Other Comprehensive Loss 0.2) 0.2)
TOTAL COMMON SHAREHOLDER’S EQUITY

—MARCH 31, 2019 $ 1572 % 3640 % 7196 § 1.9 $ 1,242 7
TOTAL COMMON SHAREHOLDER’S EQUITY

- DECEMBER 31, 2019 $ 1572 % 3640 $ 851.0 % 1.1 $ 13733
ASU 2016-13 Adoption 03 03
Net Loss (10 3) (10.3)
Other Comprehensive Loss (02) (02)
TOTAL COMMON SHAREHOLDER’S EQUITY

~ MARCH 31, 2020 $ 1572  §$ 3640 $ 8410 $ 0.9 $ 1,363.1

See Condensed Notes to Condensed Financial Statements of Registrants beginmng on page 110.
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PUBLIC SERVICE COMPANY OF OKLAHOMA
CONDENSED BALANCE SHEETS

ASSETS

March 31, 2020 and December 31, 2019

(in millions)
(Unaudited)

CURRENT ASSETS

Schedule J-2 (1Q - 2020 AEP Form 10-Q)
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Cash and Cash Equivalents
Advances to Affiliates
Accounts Receivable
Customers
Affiliated Companies
Miscellancous
Allowance for Uncollectible Accounts
Total Accounts Receivable
Fuel
Materials and Supplies
Risk Management Assets
Accrued Tax Benefits
Prepayments and Other Current Assets
TOTAL CURRENT ASSETS

PROPERTY, PLANT AND EQUIPMENT

Electric’
Generation
Transmission
Distribution
Other Property, Plant and Equipment
Construction Work n Progress
Total Property, Plant and Equipment
Accumulated Depreciation and Amortization
TOTAL PROPERTY, PLANT AND EQUIPMENT - NET

OTHER NONCURRENT ASSETS

Regulatory Asscts

Employee Benefits and Pension Assets
Operating Leasc Asscts

Deferred Charges and Other Noncurrent Assets
TOTAL OTHER NONCURRENT ASSETS

TOTAL ASSETS

See Condensed Notes to Condensed Financial Statements of Registrants beginning on page 111).
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March 31, December 31,
2019

1.1 15

— 38.8
28.4 289
19.9 20.6
08 06
(02) 0.3)
489 498
19.6 12.2
479 46.8
6.4 15.8

57 113
13.4 12.0
1430 1882
1,577 2 1.574 6
959.5 948.5
27243 2,684.8
3503 342.1
1449 1334
5,756 2 5,683.4
1,615 8 1.580 1
4,140 4 4,103.3
378.4 375.2
442 43.9
380 36.8
340 4.1
494 6 460.0
47780 4,751.5
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PUBLIC SERVICE COMPANY OF OKLAHOMA
CONDENSED BALANCE SHEETS
LIABILITIES AND COMMON SHAREHOLDER'’S EQUITY
March 31, 2020 and December 31, 2019

(Unaudited)
March 31, December 31,
2020 2019
(in millions)
CURRENT LIABILITIES

Advances from Affiliates $ 709 $ —
Accounts Payable

General 102.5 1343

Affihated Companies 398 59.3
Long-term Debt Due Within One Year — Nonaffiliated 2632 132
Risk Management Liabilities 01 —
Customer Deposits 593 58.9
Accrued Taxes 424 229
Obligations Under Operating Leases 60 58
Regulatory Liabtlity for Over-Recovered Fuel Costs 680 639
Other Current Liabilities 786 87.5
TOTAL CURRENT LIABILITIES 730 8 4458

NONCURRENT LIABILITIES

Long-term Debt — Nonaffiliated 1,123 1 1,373 0
Deferred Income Taxes 6296 6283
Regulatory Liabilities and Deferred Investment Tax Credits 835.0 8372
Asset Retirement Obligations 453 445
Obligations Under Operating Leases 321 31.0
Deferred Credits and Other Noncurrent Liabilities 190 184
TOTAL NONCURRENT LIABILITIES 2,684 1 2,9324
TOTAL LIABILITIES 34149 33782
Rate Matters (Note 4)

Commitments and Contingencies (Note 5)

COMMON SHAREHOLDER’S EQUITY
Commeon Stock — Par Value — $15 Per Share:
Authorized - 11,000,000 Shares
Issued — 10,482,000 Shares

Outstanding — 9,013,000 Shares ' 1572 1572
Paid-in Capital 3640 3640
Retamed Carnings 8410 8510
Accumulated Other Comprehensive Income (Loss) 09 11
TOTAL COMMON SHAREHOLDER’S EQUITY 1,363 1 1,373 3
TOTAL LIABILITIES AND COMMON SHAREHOLDER’S EQUITY $ 47780 % 47515

See Condensed Notes to Condensed Financial Statements of Registrants beginming on page 110
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PUBLIC SERVICE COMPANY OF OKLAHOMA
CONDENSED STATEMENTS OF CASH FLOWS
For the Three Months Ended March 31,2020 and 2019
(in millions)

(Unaudited)

OPERATING ACTIVITIES

Three Months Ended March 31,

Net Income (Loss)
Adjustments to Reconcile Net Income (Loss) to Net Cash Flows from (Used for) Operating Activities:
Depreciation and Amortization
Defenied Income Taxes
Allowance for Equity Funds Used During Construction
Mark-to-Market of Risk Management Contiacls
Property Taxes
Defeired Fuel Over/Under-Recovery, Net
Change 1n Other Noncurrent Assets
Change in Other Noncurent Liabihities
Changes in Certain Components of Working Capital:
Accounts Recervable. Net
Fuel, Materials and Supplies
Accounts Payable
Accrued Taxes, Net
Other Curient Assets
Other Current Liabilities

Net Cash Flows from (Used for) Operating Activities

INVESTING ACTIVITIES

Construction Expenditures
Change in Advances to Affiliates. Net
Other Investing Acttvities

Net Cash Flows Used for Investing Activities

FINANCING ACTIVITIES

Issuance of Long-term Debt — Nonaffiliated
Change in Advances from Affiliates, Net
Retirement of Long-term Debt — Nonaffihated
Puncipal Payments for Finance Lease Obligations
Dividends Paid on Common Stock

Other Financing Activities

Net Cash Flows from Financing Activities
Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period

Cash and Cash Equivalents at End of Period

SUPPLEMENTARY INFORMATION

Cash Pad for Interest. Net of Capitalized Amounts
Net Cash Paid for Income Taxes
Noncash Acquisittons Under Fiance Leases

Construction Expenditures Included in Current Liabilities as of March 31,

See Condensed Notes 10 Condensed FFmancial Statements of Registrants hegnmmng on page 110
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2020 2019
(103) % 62
447 435
(53) (58)
(1.0) ©.1)
95 51
(29.8) (299)
41 (24)
©.1) 80
42 ©7
09 20
85) 32
(39 1) (23 3)
251 253
) (38)
(72) 44
(14.5) 317
(96.5) (707
388 —
16 04
(56 1) (70 3)
— 99.9
709 (503)
©on 0.1)
(08) (0.7)
— (11.3)
02 06
70.2 381
(04) 0.5)
I's 20
11 s 15
167 § 109
— 06
09 i
308 15.6

4744



Schedule J-2 (1Q - 2020 AEP Form 10-Q)
Page 118 of 351

SOUTHWESTERN ELECTRIC POWER COMPANY CONSOLIDATED
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SOUTHWESTERN ELECTRIC POWER COMPANY CONSOLIDATED
MANAGEMENT’S NARRATIVE DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS

RESULTS OF OPERATIONS
KWh Sales/Degree Days
Summary of KWh Energy Sales
Three Months Ended March 31,
2020 2019
(in millions of KWhs)
Retail:
Residential 1,406 1,528
Commercial 1,228 1,273
Industrial 1,242 1,250
Miscellaneous 20 20
Total Retail 3,896 4,071
Wholesale 1,326 1,979
Total KWhs 5,222 6,050

Heating degree days and cooling degree days are metrics commonly used in the utility industry as a mcasure of the impact of weather on
revenues.

Summary of Heating and Cooling Degree Days

Three Months Ended March 31,

2020 2019
(in degree days)
Actual — Heating (a) 497 708
Normal — Heating (b) 698 698
Actual — Cooling (¢) 69 20
Normal — Cooling (b) 39 39

(a) Heating degree days are calculated on a 55 degree temperature base.
(b) Normal Heating/Cooling represents the thirty-year average of degree days.
(c) Cooling degree days arc calculated on a 65 degrec temperature base.
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First Quarter of 2020 Compared to First Quarter of 2019

Reconciliation of First Quarter of 2019 to First Quarter of 2020
Earnings Attributable to SWEPCo Common Shareholder
(in millions)

First Quarter of 2019 $ 27.8

Changes in Gross Margin:

Retail Margins (a) (4.2)
Margins from Off-system Sales (1.6)
Transmission Revenues 4.8
Other Revenues (0.3)
Total Change in Gross Margin (1.3)

Changes in Expenses and Other:

Other Operation and Maintenance (12.5)
Depreciation and Amortization (5.2
Interest Income 0.1)
Allowance for Equity Funds Used During Construction (0.4)
Interest Expense 0.4
Total Change in Expenses and Other (18.6)
Income Tax Expense 6.9
Equity Earnings of Unconsolidated Subsidiary 0.1
Net Income Attributable to Noncontrolling Interest 0.2
First Quarter of 2020 $ 15.1

(a) Includes firm wholesale sales to municipals and cooperatives.

The major components of the decrease in Gross Margin. dcfined as revenues less the related direct cost of fuel. including consumption of
chemicals and emissions allowances. and purchased electricity were as follows:

+  Retail Margins decreased $4 million primarily due 1o the following:

*  An $8 million decrease in weather-normalized margins.

+ A $5 million decrease in weather-related usage primarily duc to a 30% decrease in heating degree days.

* A $3 million decrease due 10 an increase in the return of Excess ADIT benefits to customers. This decrease was offset in Income Tax

Expense (Benefit) below.

These decreases were partially offset by:

*  An $11 million increase primarily duc to capital investment rider and base rate revenue increases in Texas. Arkansas and Louisiana.
+ Transmission Revenues mereased $5 million primarily due to an increase in SPP transmission services revenue.

Expenses and Other and Income Tax Expense (Benefit) changed between years as follows:

¢ Other Operation and Maintenance expenses increased $13 million primarily due to the following:
* A $5 million increase in storm-related expenses.
* A $3 million increase in SPP transmission expenses.
* A $2 million increase in employee-related expenses.

+ Depreciation and Amortization expenses increased $5 million primarily due to a higher depreciable base and an increase in Arkansas
depreciation rates beginning in January 2020. This incrcase was partially offset within Retail Margins above.

* Income Tax Expense decreascd $7 million primarily due to a decrease in pretax book income and an increase in amortization of excess
ADIT. The increase in amortization of excess ADIT was partially offsct in Retail Margins above.
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SOUTHWESTERN ELECTRIC POWER COMPANY CONSOLIDATED
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
For the Three Months Ended March 31, 2020 and 2019
(in millions)

(Unaudited)
Three Months Ended March 31,
2020 2019
REVENUES
Electric Generation, Transmission and Distribution $ 3776 $ 4143
Sales to AEP Affiliates 75 6.4
Other Revenues 0.8 0.4
TOTAL REVENUES 3859 4211
EXPENSES

Fuel and Other Consumables Used for Electric Generation 89.1 133.5
Purchased Electricity for Resale 43.1 326
Other Operation 922 84.6
Maintenance 338 289
Depreciation and Amortization 67.3 62.1
Taxes Other Than Income Taxes 253 253
TOTAL EXPENSES 350.8 367.0
OPERATING INCOME 35.1 54.1
Other Income (Expense):

Interest Income 0.6 07
Allowance for Equity Funds Used During Construction 1.4 1.8
Non-Service Cost Components of Net Periodic Benefit Cost 2.1 2.1
Interest Expense (30.1) 297
INCOME BEFORE INCOME TAX EXPENSE (BENEFIT) AND EQUITY EARNINGS 9.1 29.0
Income Tax Expense (Benefit) (6.2) 0.7
Equity Earnings of Unconsolidated Subsidiary 0.8 07
NET INCOME 16 1 290
Net Income Atiributable to Noncontrolling Interest 10 12
EARNINGS ATTRIBUTABLE TO SWEPCo COMMON SHAREHOLDER $ 151§ 278

The common stock of SWEPCo 1s wholly-owned by Parent.

See Condensed Notes 1o Condensed Financial Statements of Registrants begmming on page 110
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SOUTHWESTERN ELECTRIC POWER COMPANY CONSOLIDATED
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
For the Three Months Ended March 31, 2020 and 2019

(in millions)
(Unaudited)
Three Months Ended March 31,
2020 2019
Net Income $ 161 $ 29.0
OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAXES

Cash Flow Hedges, Net of Tax of $0.1 and $0 1 11 2020 and 2019, Respectively 04 0.4
Amortization of Pension and OPEB Deferred Costs, Net of Tax of $(0.1) and $(0.1) in 2020 and 2019,

Respectively ©0.4) 0.3)
TOTAL OTHER COMPREHENSIVE INCOME — 0.1
TOTAL COMPREHENSIVE INCOME 16 1 29.1
Total Comprehensive Income Attributable to Noncontrolling Interest 10 1.2
TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO SWEPCo COMMON

SHAREHOLDER $ 151§ 279

See Condensed Notes to Condensed FFinancial Statements of Registrants begimning on page 110
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SOUTHWESTERN ELECTRIC POWER COMPANY CONSOLIDATED
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
For the Three Months Ended March 31, 2020 and 2019
(in millions)
(Unaudited)

SWEPCo Commen Shareholder

Accumulated
QOther

Common Paid-in Retained Comprehensive Noncontrolling
Stock Capital Earnings Income (Loss) Interest Total
TOTAL EQUITY - DECEMBER 31, 2018 $ 1357 % 6766 $ 1,5084 $ 54) $ 03 $ 23156
Common Stock Dividends (187) (187)
Common Stock Dividends ~ Nonaffiliated (rn (11
Net Income 278 12 290
Other Comprehensive Income 01 01
TOTAL EQUITY - MARCH 31, 2019 3 1357  $ 6766 % 1,5175  $ (5.3) $ 04 $ 23249
TOTAL EQUITY - DECEMBER 31, 2019 3 1357 8 6766 $ 1,6295 $ (13) $ 06 $ 24411
Common Stock Dividends — Nonaffiliated 07 on
ASU 2016-13 Adoption 16 16
Net Income 15.1 1.0 16.1
TOTAL EQUITY - MARCH 31, 2020 $ 1357  § 6766 § 1,6462  $ (13) $ 09 $ 24581

See Condensed Notes o Condensed IFinancial Statements of Registrants beginning on page 110
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SOUTHWESTERN ELECTRIC POWER COMPANY CONSOLIDATED
CONDENSED CONSOLIDATED BALANCE SHEETS
ASSETS
March 31, 2020 and December 31,2019
(in millions)

(Unaudited)

March 31, December 31,
2020 2019
CURRENT ASSETS
Cash and Cash Equivalents $ 14 % 16
Advances to Affiliates 21 21
Accounts Receivable:
Customers 256 29.0
Affiliated Companies 244 345
Miscellaneous 143 135
Allowance for Uncollectible Accounts 0.3) (1.7)
Total Accounts Receivable 640 753
Fuel
(March 31, 2020 and December 31, 2019 Amounts Include $42 and $47, Respectively, Related to
Sabine) 1479 140.1
Materials and Supplies
(March 31, 2020 and December 31, 2019 Amounts Include $23.3 and $23 1. Respectively. Related to
Sabine) 938 940
Risk Management Assets 2.6 64
Regulatory Assct for Under-Recovered Fuel Costs — 49
Prepayments and Other Current Assets 343 29.7
TOTAL CURRENT ASSETS 346 1 354 |
PROPERTY, PLANT AND EQUIPMENT
Electric.
Generation 4703 0 4691 4
Transmission 2,061 6 2,056 5
Distribution 23008 22707
Other Property, Plant and Equipment
(March 31, 2020 and December 31, 2019 Amounts Include $213 5 and $212 3, Respectively, Related
to Sabine) 767.2 7334
Construction Work in Progress 2327 2169
Total Property, Plant and Equipment 10,065 3 9,968.9
Accumulated Depreciation and Amortization
(March 31, 2020 and December 31. 2019 Amounts Include $112 and $107 5, Respectively, Related to
Sabine) 29187 2,8737
TOTAL PROPERTY, PLANT AND EQUIPMENT - NET 7,146 6 7,095 2
OTHER NONCURRENT ASSETS
Regulatory Assets 2366 2224
Deferred Charges and Other Noncurrent Assets 214.8 160 5
TOTAL OTHER NONCURRENT ASSETS 4514 382.9
TOTAL ASSETS $ 79441 $ 7.8322

See Condensed Notes to Condensed Financial Statements of Registrants begimning on page 110
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SOUTHWESTERN ELECTRIC POWER COMPANY CONSOLIDATED

CONDENSED CONSOLIDATED BALANCE SHEETS
LIABILITIES AND EQUITY
March 31, 2020 and December 31,2019

CURRENT LIABILITIES

Advances from Affiliates
Accounts Payable
General
Affiliated Companies
Short-term Debt — Nonaffiliated
Long-term Debt Due Within One Year — Nonaffihated
Risk Management Liabilities
Customer Deposits
Accrued Taxes
Accrued Interest
Obligations Under Operating Leases
Regulatory Liability for Over-Recovered Fuel Costs
Other Current Liabilities
TOTAIL CURRENT LIABILITIES

NONCURRENT LIABILITIES

Long-term Debt ~ Nonaffiliated

Long-term Risk Management Liabihities

Deferred Income Taxes

Regulatory Liabilities and Deferred Investment Tax Credits
Asset Retirement Obligations

Obligations Under Operating Leases

Deferred Credits and Other Noncurrent Liabilities

TOTAL NONCURRENT LIABILITIES

TOTAL LIABILITIES

Rate Matters (Note 4)
Commitments and Contingencies (Note 5)

EQUITY

Common Stock ~ Par Value - $18 Per Share
Authorized — 7,600,000 Shares
Outstanding — 7,536,640 Shares
Paid-in Capital
Retained Earmings
Accumulated Other Comprehensive Income (Loss)
TOTAL COMMON SHAREHOLDER’S EQUITY

Noncontrolling Interest
TOTAL EQUITY
TOTAL LIABILITIES AND EQUITY

Sponsored By: Michael Baird

March 31, December 31,
2020 2019
(in millions)

1481 §$ 599
102.5 138.0
373 536
30.5 18.3
1212 121 2
22 19
651 650
93.0 41.8
219 346
7.1 6.5
297 136
87.8 120.3
746 4 6747
2,5332 2,534.4
29 31
944.4 940.9
8858 8923
219.7 196 7
382 347
115.4 1143
4,739.6 4,716 4
5,486 0 53911
1357 1357
676 6 676 6
1,646 2 1,629 5
(13) (13)
24572 24405
09 06
24581 2,441 1
79441 % 7.8322
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See Condensed Notes to Condensed I'inancial Statements of Registrants beginning on page 110
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SOUTHWESTERN ELECTRIC POWER COMPANY CONSOLIDATED

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Three Months Ended March 31, 2020 and 2019

(in millions)
(Unaudited)

OPERATING ACTIVITIES

Schedule J-2 (1Q - 2020 AEP Form 10-Q)
Page 127 of 351

Three Months Ended March 31,

Net Income
Adjustments to Reconcile Net Income to Net Cash Flows from Operating Activities:
Depreciation and Amortization
Deferred Income Taxes
Allowance for Equity Funds Used Durmng Construction
Maik-to-Matket of Risk Management Contracts
Property Taxes
Deferted 1'uel Over/Under-Recovery, Net
Change 1n Other Noncurrent Assets
Change n Other Noncuttent Liabilities
Changes in Certain Components of Working Capital:
Accounts Recervable, Net
Fuel, Matenals and Supplies
Accounts Payable
Accrued Taxes, Net
Accrued Interest
Other Current Assets
Other Current Liabilitics
Net Cash Flows from Operating Activities

INVESTING ACTIVITIES
Construction Expenditures
Change 1n Advances to Affihates, Net
Other Investing Activities
Net Cash Flows Used for Investing Activities
FINANCING ACTIVITIES

Change 1 Short-term Debt ~ Nonaffiliated
Change in Advances from Affiliates, Net
Retirement of Long-term Debt — Nonaffihated
Principal Payments for Finance Lease Obligations
Dividends Pard on Common Stock

Dividends Paid on Common Stock — Nonaffiliated
Other Financing Activities

Net Cash Flows from (Used for) Financing Activities
Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period

Cash and Cash Equivalents at End of Period

SUPPLEMENTARY INFORMATION

Cash Paid for Intetest, Net of Capitalized Amounts
Net Cash Paid for Income Taxes
Noncash Acquisitions Under Fance Leascs

Construction Expenditures Included in Current Liabilities as of March 31,

Sponsored By Michael Baird

2020 2019

16 1 290
673 621
(92) 29
14 (18)
39 23
(49 0) (48.9)
210 103
40) 2.9
98 79
13 63
(7 6) (162)
(312) (550)
512 527
(127) (zmn
(4.0) (10 0)
(357) (17 0)
258 9.4
(122 4) (86 6)
— 814
08 31
(121 6) (8.3)
122 —
882 740
(16) (55 1)
27 @7
— (187)
07 an
02 01
956 (35)
0.2) 2.4)
16 245
14 221
407 405
— 0.2
30 08
452 44 8
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See Condensed Notes to Condensed IMinancial Statements of Regustrants beginnng on page 110
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INDEX OF CONDENSED NOTES TO CONDENSED FINANCIAL STATEMENTS OF REGISTRANTS

The condensed notes to condensed financial statements are a combined presentation for the Registrants. The following list indicates
Registrants to which the notes apply. Specific disclosures within each note apply to all Registrants unless indicated otherwise:

Page
Note Registrant Number
Significant Accounting Matters AEP, AEP Texas, AEPTCo, APCo, I&M, OPCo, PSO, SWEPCo 111
New Accounting Standards AEP, AEP Texas, AELPTCo, APCo, 1&M. OPCo. PSO, SWEPCo 113
Comprehensive Income AEP, AEP Texas, APCo, &M, OPCo, PSO, SWEPCo 114
Ratc Matters AEP, AEP Texas, AEPTCo, APCo, 1&M, OPCo, PSO, SWEPCo 118
Commitments, Guarantees and AEP, AEP Texas, AEPTCo, APCo, I&M, OPCo, PSO, SWEPCo 126
Contingencies

Acquisitions and Impairments AEP, APCo 131
Benefit Plans AEP, AEP Texas, APCo, [&M, OPCo, PSO, SWEPCo 132
Business Segments AEP, AEP Texas, AEPTCo, APCo, 1&M, OPCo, PSO, SWEPCo 134
Derivatives and Hedging AEP, AEP Texas, APCo, &M, OPCo, PSO, SWEPCo 139
Fair Value Mcasurements ALEP, AEP Texas, AEPTCo, APCo, 1&M, OPCo, PSO, SWEPCo 150
Income Taxes AEP, AEP Texas, AEPTCo, APCo, &M, OPCo, PSO, SWEPCo 165
Financing Activities AEP, AEP Texas, AEPTCo, APCo, [&M, OPCo, PSO, SWEPCo 167
Revenue from Contracts with Customers  AEP, AEP Texas, AEPTCo, APCo, 1&M, OPCo, PSO, SWEPCo 174
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1. SIGNIFICANT ACCOUNTING MATTERS

The disclosures in this note apply to all Registrants unless indicated otherwise.
General

The unaudited condensed financial statements and footnotes were prepared in accordance with GAAP for interim financial information and
with the instructions to Form 10-Q and Article 10 of Regulation S-X of the SEC. Accordingly, they do not include all of the information and
footnotes required by GAAP for complete annual financial statements.

In the opinion of management, the unaudited condensed interim f{inancial statements reflect all normal and recurring accruals and adjustments
necessary for a fair statement of the net income, financial position and cash flows for the interim periods for each Registrant. Net income for
the three months ended March 31, 2020 is not necessarily indicative of results that may be expected for the year ending December 31,
2020. The condensed financial statements are unaudited and should be read in conjunction with the audited 2019 financial statements and
notes thereto, which are included in the Registrants® Annual Reports on Form 10-K as filed with the SEC on February 20, 2020.

CcovViD-19

In March 2020, COVID-19 was declared a pandemic by the World Health Organization and the Centers for Disease Control and Prevention.
Its rapid spread around the world and throughout the United States prompted many countries. including the United States, to institute
restrictions on travel, public gatherings and certain business operations. Thesc restrictions significantly disrupted economic activity in AEP’s
service territory and could reduce future demand for energy, particularly from commercial and industrial customers. The Registrants are
taking steps to mitigate the potential risks to customers, suppliers and employecs posed by the spread of COVID-19.

As of March 31, 2020 and through the date of this report, the Registrants assessed certain accounting maiters that require consideration of
forecasted financial information. including, but not limited to, the allowance for credit losses and the carrying value of long-lived assets.
While there were not any impairments or significant increases in credit allowances resulting from these assessments as of and for the quarter
ended March 31, 2020, the ultimate impact of COVID-19 also depends on factors beyond management’s knowledge or control, including the
duration and severity of this outbreak as well as third-party actions taken to contain its spread and mitigate its public health effects. Therefore,
management cannot estimate the potential future impact to financial position, results of operations and cash flows, but the impacts could be
material.

Earnings Per Share (EPS) (Applies to AEP)

Basic EPS is calculated by dividing net earnings available to common sharcholders by the weighted-average number of common shares
outstanding during the period. Diluted EPS is calculated by adjusting the weighted-average outstanding common shares. assuming
conversion of all potentially dilutive stock awards.

The following table presents AEP’s basic and dituted EPS calculations included on the statements of income:

Three Months Ended March 31,

2020 2019
(in millions, except per share data)
$/share $/share
Earnings Attributable to AEP Common Shareholders $ 495.2 $ 572.8
Weighted Average Number of Basic Shares Outstanding 4946 $ 1.00 4933 $ 1.16
Weighted Average Dilutive Effect of Stock-Based Awards 2.0 — 1.2 —
Weighted Average Number of Diluted Shares Qutstanding 4966 $ 1.00 4945 $ 1.16
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Equity Units issued in March 2019 are potentially dilutive securitics but were excluded from the calculation of diluted EPS for the three
months ended March 31, 2020 and 2019, as the dilutive stock price threshold was not met. See Note 12 - Financing Activities for more
information related to Equity Units.

There were 697 thousand and 0 antidilutive shares outstanding as of March 31, 2020 and 2019, respectively. The antidilutive shares were
excluded from the calculation of diluted EPS.

Restricted Cash (Applies to AEP, AEP Texas and APCo)

Restricted Cash primarily included funds held by trustee for the payment of securitization bonds and contractually restricted deposits held for
the future payment of the remaining construction activities at Santa Rita East.

Reconciliation of Cash, Cash Equivalents and Restricted Cash

The following tables provide a reconciliation of Cash, Cash Equivalents and Restricted Cash reported within the balance sheets that sum to
the total of the same amounts shown on the statements of cash flows:

March 31, 2020
AEP AEP Texas APCo
(in millions)
Cash and Cash Equivalents $ 1,5546 $ 01 § 2.8
Restricted Cash 116.2 100.1 15.7
Total Cash, Cash Equivalents and Restricted Cash $ 1,670.8 $ 1002 $ 18.5
December 31,2019
AEP AEP Texas APCo
(in millions)
Cash and Cash Equivalents $ 2468 §$ 31§ 33
Restricted Cash 185.8 154.7 23.5
Total Cash, Cash Equivalents and Restricted Cash $ 4326 % 1578 $ 26.8

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Allowance for Uncollectible Accounts

Generally, AEP Credit records bad debt expense based upon a [2-month rolling average of bad debt write-ofts in proportion to gross accounts
receivable purchased (rom participating AEP subsidiarics. The assessment is performed separately by cach participating AEP subsidiary,
which inherently contemplates any differences in geographical risk characteristics for the allowance. For receivables related to APCo’s West
Virginia operations, the bad debt rescrve is calculated based on a rolling two-year average write-off in proportion to gross accounts
receivable. For customer accounts receivables relating to risk management activities, accounts receivables are reviewed for bad debt reserves
at a specific counterparty Icvel basis. For AEP Texas, bad debt reserves are calculated using the specific identification of receivable balances
greater than 120 days delinquent, and for those balances less than 120 days where the collection is doubtful. For miscellaneous accounts
reccivable, bad debt expense is recorded based upon a 12-month rolling average of bad debt write-offs in proportion to gross accounts
receivable, unless specifically identified. In addition lo these processes, management contemplates available current information, as well as
any reasonable and supportable forecast information, to determine if allowances for uncollectible accounts should be further adjusted in
accordance with the accounting guidance for Credit Losses. Management's assessments contemplate expected losses over the life of the
accounts receivable.
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2. NEW ACCOUNTING STANDARDS

The disclosures in this note apply to all Registrants unless indicated otherwise.

During the FASB’s standard-setting process and upon issuance of final standards, management reviews the new accounting literature to
determine its relevance, if any, to the Registrants’ business. The following standards will impact the financial statements.

ASU 2016-13 “Measurement of Credit Losses on Financial Instruments” (ASU 2016-13)

In June 2016, the FASB issued ASU 2016-13 requiring the recognition of an allowance for expected credit losses for financial instruments
within its scopc. Examples of financial instruments that are in scope include trade receivables, certain financial guarantees and held-to-
maturity debt sccurities. The allowance for expected credit losses should be based on historical information, current conditions and
reasonable and supportable forecasts. Entities are required to cvaluate, and if necessary, recognize expected credit losses at the inception or
initial acquisition of a financial instrument (or pool of financial instruments that share similar risk characteristics) subject to ASU 2016-13,
and subsequently as of cach reporting date. The new standard also revises the other-than-temporary impairment model for available-for-sale
debt securities.

New standard implementation activities included: (a) the identification and evaluation of the population of financial instruments within the
ALP system that are subject to the new standard, (b) the development of supporting valuation models to also contemplate appropriate metrics
for current and supportable forecasted information and (c) the development of disclosures to comply with the requirements of ASU 2016-13.
As required by ASU 2016-13, the financial instruments subject to the new standard were cvaluated on a pool-basis to the extent such
financial instruments shared similar risk characteristics.

Management adopted ASU 2016-13 and its related implementation guidance effective January 1. 2020, by means of an immaterial
cumulative-effect adjustment to Retained Farnings on the balance sheets. The adoption of the new standard did not have a material impact to
financial position and had no impact on the results of operations or cash flows. Additionally, the adoption of the new standard did not result
in any changes to current accounting systems.

ASU 2020-04 “Reference Rate Reform: Facilitation of the Effects of Reference Rate Reform on Financial Reporting” (ASU 2020-04)

In March 2020, the FASB issued ASU 2020-04 providing guidance to ease the potential burden in accounting for Reference Rate Reform on
financial reporting. The new standard is elective and applies to all entitics, subject to meeting certain criteria, that have contracts, hedging
relationships, and other transactions that reference the lLondon Interbank Offered Rate (LIBOR) or another reference rate expected to be
discontinued because of Reference Rate Reform. The new standard establishes a gencral contract modification principle that entities can
apply in other arcas that may be affected by Reference Rate Reform and certain elective hedge accounting expedients. Under the new
standard, an entity may make a onc-time election to sell or to transfer to the available-for-sale or trading classifications (or both sell and
transfer), debt securities that both reference an affected rate, and were classified as held-to-maturity before January 1, 2020.

The new accounting guidance is effective for all entitics as of March 12, 2020 through December 31, 2022. ‘The amendments may be applied
to contract modifications as of any date from the beginning of an interim period that includes or is subsequent to March 12, 2020, or
prospectively from a date within an interim period that includes or is subsequent to March 12, 2020, up to the date that the financial
statements are available to be issued. The amendments may be applicd to cligible hedging relationships existing as of the beginning of the
interim period that includes March 12, 2020 and to new eligible hedging relationships entered into after the beginning of the interim period
that includes March 12, 2020. The one-time election o sell. transfer, or both sell and transfer debt securitics classified as held-to-maturity
may be made at any time after March 12, 2020 but no later than December 31, 2022. Management has yet to apply the amendments in the
new standard to any contract modifications. hedging relationships, or debt securities. Management is analyzing the impact of this new
standard and at this time, cannot estimate the impact of adoption on results of operations, financial position or cash flows.
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The disclosures in this note apply to all Registrants except AEPTCo unless indicated otherwise.

Presentation of Comprehensive Income

The following tables provide the components of changes in AOCI and details of reclassifications from AOCI. The amortization of pension
and OPEB AOCI components are included in the computation of net periodic pension and OPEB costs. See Note 7 - Benefit Plans for

additional details.

AEP
Cash Flow Hedges Pension
Three Months Ended March 31, 2020 Commodity Interest Rate and OPEB Total
(in millions)

Balance in AOCI as of December 31, 2019 $ (1035) $ (11.5) $ 327) % (147.7)
Change i Fair Value Recognized i AOCH (653) 427y (a) — (108 0)
Amount of (Gain) Loss Reclassified from AOCI

Generation & Marketing Revenues (a) o1 — — o1

Purchased Electricity for Resale (b) 511 — — 51.1

Interest Expense (b) — 09 — 0.9

Amortization of Prior Service Cost (Credit) — —~ 4.9 “49)

Amortization of Actuarial (Gains) Losses — — 26 26
Reclasstifications from AOCI, before Income Tax (Expense) Benefit 510 09 23) 496

Income Tax (Expensc) Benefit 107 02 (05) 104
Reclassifications from AOCI, Net of Income Tax (Expense) Benefit 40.3 07 (18) 392
Net Current Peniod Other Comprehensive Income (Loss) 250) 42 0) (18) (68 8)
Balance in AOCI as of March 31, 2020 $ (1285) § (53 5) 3 345) % 216 5)

Cash Flow Hedges Pension
Three Months Ended March 31, 2019 Commodity Intercst Rate and OPEB Total
(in millions)

Balance in AOCI as of December 31, 2018 $ (23.0) $ (12.6) $ (84.8) $ (120 4)
Change 1n Fair Value Recognized in AOCI (38 8) — — (38 8)
Amount of (Gain) Loss Reclassified from AOCI

Purchased Electricity for Resale (b) 123 — — 123

Interest Expense (b) — 02 — 02

Amorttization of Prior Service Cost (Credit) — — (4 8) (4 8)

Amortization of Actuarial (Gamns) Losses — —_ 3.0 30
Reclassifications from AOCI, before Income Tax (IExpense) Benefit 123 02 (18) 10.7

Income Tax (Expense) Benefit 26 — 0.4) 22
Reclassifications from AOQCI, Net of Income Tax (Expensc) Bencfit 9.7 02 (14) 85
Net Current Period Other Comprehensive Income (Loss) 29 1) 02 (14) (303)
Balance in AOC] as of March 31, 2019 $ 21 3 (124) % 862) $ (1507)
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ALEP Texas
Cash Flow Hedge - Pension
Three Months Ended March 31, 2020 Interest Rate and OPEB Total
(in millions)
Balance in AOCI as of December 31, 2019 34 3 94 3 (128)
Change in Fair Value Recogmzed i AOCI — — —
Amount of (Gain) Loss Reclassified from AOCI
Interest Expense (b) 04 — 04
Reclassifications from AOCI, before Income Tax (Expense) Benefit 0.4 — 0.4
Income Tax (Expense) Benefit o1 — 0l
Reclassifications from AOCI, Net of Income Tax (Expense) Benefit 03 — 03
Net Curtent Period Other Comprehensive Income (Loss) 03 — 03
Balance in AOCI as of March 31, 2020 @3n s 4 3 (12.5)
Cash Flow Hedge - Pension
Three Months Ended March 31,2019 Interest Rate and OPEB Total
(n millions)
Balance in AOCI as of December 31, 2018 “44) 3 (17 $ (15.1)
Change inn Fan Value Recognized m AOC! — — —
Amount of (Gain) Loss Reclassified from AOCT
Interest Expense (b) 04 — 04
Reclassifications from AOCI, before Income Tax (Expense) Benefit 04 — 0.4
Income lax (Expense) Benefit 01 — 01
Reclassifications from AOCI, Net of Income Tax (Expense) Benefit 03 - 03
Net Curtent Period Other Compiehensive Income (Loss) 03 — 03
Balance in AOCI1 as of March 31, 2019 41y $ (10.7) $ (14 8)
APCo
Cash Flow Hedge - Pension
Three Months Ended March 31, 2028 Interest Rate and OPEB Total
(in millions)
Balance in AQCI as of December 31, 2019 09 $ 4.1 $ 5.0
Change n Fair Value Recognized in AOCI (39) — (39)
Amount of (Gain) Loss Reclassified from AOCI
Interest Expensc (b) 04 — (0 4)
Amortization of Prior Service Cost (Credit) — (1.3) (13)
Amottization of Actuanal (Gans) Losses — 01 01
Reclassifications from AOCI, before Income Tax (Expense) Benefit 04) (12) (16)
Income Tax (Expense) Benefit on (0 3) 04)
Reclassifications from AOCI, Net of Income Tax (Expense) Benefit 0.3) (0.9) (12)
Net Cutient Penod Other Comprehensive Income (Loss) (42) 09 (51)
Balance in AOCI as of March 31, 2020 33 §$ 32 $ on
Cash Flow Hedge ~ Pension
Three Months Ended March 31, 2019 Interest Rate and OPEB Total
(in millions)
Balance in AOCI as of December 31, 2018 18 $ 68 § (50)
Change m Fan Value Recognized in AOCI — — —
Amount of (Gain) Loss Reclassified from AOCI
Interest Expense (b) (03) — (03)
Amortization of Prior Service Cost (Credit) — (1.3) (13)
Amortization of Actuanal (Gams) Losses — 05 05
Reclassifications from AOCI, before Income Tax (Expense) Benefit 03) 08 an
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Income Tax (Expense) Benefit on (02) 0.3)
Reclassifications from AQCI, Net of Income Tax (Expense) Benefit 02) 0 6) 0.8)
Net Current Pertod Other Comprehensive [ncome (Loss) 02) (0.6) (0 8)
Balanee in AOCI as of March 31, 2019 $ 16 $ 74 3 (58)
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1&M
Cash Flow Hedge — Pension
Three Months Ended March 31, 2020 Interest Rate and OPEB Total
(in millions)
Balance in AOCI as of December 31, 2019 $ “©@9 $ a7 $ (11.6)

Change i Fan Value Recogmzed m AOC] — —
Amount of (Gain) Loss Reclassified from AOCI

Interest Expense (b) 05 — 05

Amortization of Prior Service Cost (Credit) — 02) (0.2)

Amortization of Actuarial (Gans) Losses — 02 02
Reclassifications from AOCI, before Income Tax (Expense) Benefit 05 — 0.5

Income Tax (Expense) Benefit 01 — 01
Reclassifications from AOCI, Net of Income Tax (Expense) Benefit 04 — 0.4
Net Cutrent Period Other Compiehensive Income (1Loss) 04 — 04
Balance in AOCI as of March 31, 2020 $ 95 3 7 3 (112)

Cash Flow Hedge — Pension
Three Months Ended March 31, 2019 Interest Rate and OPEB Totat

(in millions)
Balance in AOCI as of December 31, 2018 $ a1s) $ 23 3 (13 8)

Change m Far Value Recogmzed in AOCI — — —
Amount of (Gain) Loss Reclassified from AOCI

Interest Expense (b) 05 — 05
Amortization of Prior Service Cost (Credit) — 02) 02)
Amortizatton of Actuanal (Gains) Losses — 02 02
Reclassifications from AOCI, before Income Tax (Expense) Benefit 05 — 0s
Income Tax (Expense) Benefit 01 — 01
Reclassifications from AOCI, Net of Income Tax (Expense) Benefit 04 — 04
Net Curient Pettod Other Compichensive Income (Loss) 04 — 04
Balance in AOC] as of March 31, 2019 $ Ly $ 23) $ (13.4)
OPCo

Cash Flow Hedge ~
Three Months Ended March 31, 2020 Interest Rate

(in millions)
Balance in AOCI as of December 31, 2019 $ —_
Change in Fan Value Recogmized n AOCI —
Amount of (Gan) Loss Reclassified fiom AOCI

Interest Expense (b) —

Reclassifications fiom AQCI, before Income Tax (Expense) Benefit —

Income Tax (Expensc) Benefit —

Reclassifications from AOCI, Net of Income Tax (Expense) Benefit —

Net Curtent Pertod Other Comprehensive Income (Loss) —

Balance in AOC]I as of March 31, 2020 3 —

Cash Flow Hedge -
Three Months Ended March 31, 2019 Interest Rate

(in millions)

Balance in AOCI as of December 31, 2018 $ 10
Change m Fan Value Recogmzed in AOCI
Amount of (Gain) Loss Reclassified from AOCI

Interest Expense (b) 04)

Reclassifications from AOCI, before Income Tax (Expense) Benefit 04)
Sponsored By Michael Baird

4763



Schedule J-2 (1Q - 2020 AEP Form 10-Q)
Page 137 of 351

Income Tax (Expense) Benefit on
Reclassifications from AOCI, Net of Income Tax (Expense) Benefit 03)
Net Current Period Other Comprehensive Income (Loss) 03)
Balance in AOCI as of March 31, 2619 $ 07
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Cash Flow Hedge -

Interest Rate

(in millions)

Balance in AOCI as of December 31, 2019 $ 1.1
Change in I'an Value Recogmzed m AOCI —
Amount of (Gain) Loss Reclassified from AOCI
Interest Expense (b) (03)
Reclassifications from AOCI, before Income Tax (Expense) Benefit (0.3)
Income Tax (Expense) Beneit wn
Reclassifications from AOCI, Net of Income Tax (Expense) Benefit 02)
Net Curtent Period Other Compiehensive Income (Loss) 02)
Balance in AOCI as of March 31, 2020 $ 09
Cash Flow lledge -
Three Months Ended March 31, 2019 Interest Rate
(in millions)
Balance in AQCI as of December 31, 2018 $ 21
Change in Fan Value Recogmzed m AOC! —
Amount of {Gain) Loss Reclassified from AOCI
Interest Expense (b) (03)
Reclassifications from AOCI, befoie Income Tax (Expense) Benefit 03)
Income Tax (Expense) Benefit o1
Reclassifications from AQCI. Net of Income Tax (Expense) Benefit 0.2)
Net Curtent Peirod Other Comprehensive Income (lLoss) 02)
Balance in AOCI as of March 31, 2019 $ 1.9
SWLEPCo
Cash Flow Hedge - Pension
Three Months Ended March 31, 2020 Interest Rate and OPEB Fotal
(in millions)
Balance in AOCI as of December 31,2019 3 (1.8) 0.5 (13
Change in Fair Value Recognized m AQC) — — —
Amount of (Gain) Loss Reclassified from AOCI
Interest Lxpense (b) 05 — 03
Amortization of Prior Service Cost {Credit) — (05) (05)
Reclasstficatrons from AOCI. before Income Tax (Capense) Benefit 05 0 35) —
Income Tax (Expense) Benefit 0.1 1) —
Reclassifications fiom AOCL Net ol Income Tax (Iapense) Benefit 04 04) —
Net Current Period Othet Comprehensive Income (Loss) 04 04 —
Balance in AQCI as of March 31, 2020 $ (14) 0t (13)
Cash Flow Hedge - Pension
Three Months Ended March 31, 2019 Interest Rate and OPEB Total
(in millions)
Balance in AQCI as of December 31, 2018 $ (33) . (5.4)
Change in Fair Value Recogmzed in AOC] — — —
Amount of (Gam) Loss Reclassified from AQCI
Interest Expense (b) 05 — 0s
Amortization of Prior Service Cost (Credit) — 0.5) (05)
Amortization of Actuanal (Gans) Losses — 0.1 01
Reclassifications from AOCL. befote Income Tax (Expense) Benefit 0.5 0.4) 01
Income Tax (Expense) Benefit 0l on —
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Reclassifications from AOCI, Net of Income Tax (Expense) Benefit 04 ©3) 01
Net Current Period Other Comprehenstve Income (1.oss) 04 (03) 01
Balance in AQCT as of March 31, 2019 $ 29 3 24 3 53)

(a) The change n farr value includes $5 million related to AEP's investment 1n joint venture wind faims acquired as part of the purchase of Sempra Renewables LLC for the

three months ended March 31, 2020
(b) Amounts reclassified to the teferenced line item on the statements of income
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4. RATE MATTERS

The disclosures in this note apply to all Registrants unless indicated otherwise.,

As discussed in the 2019 Annual Report, the Registrants are involved in rate and regulatory proceedings at the FEERC and their state
commissions. The Rate Matters note within the 2019 Annual Report should be read in conjunction with this report to gain a complete
understanding of material rate matters still pending that could impact net income, cash {lows and possibly financial condition. The following
discusses ratemaking developments in 2020 and updates the 2019 Annual Report.

Regulated Generating Units to be Retired (Applies to AEP, PSO and SWEPCo)

In September 2018, management announced that the Oklaunion Power Station is probable of abandonment and is expected to be retired by
October 2020.

In January 2020, as part of the 2019 Arkansas Base Rate Case, management announced that the Dolet Hills Power Station was probable of
abandonment and was to be retired by December 2026. In March 2020, management announced plans to accelerate the expected retirement
date to the end of September 2021.

The table below summarizes the plant investment and their cost of removal. currently being recovered, as well as the regulatory assets for
accelerated depreciation for the generating units as of March 31, 2020.

Cost of
Accelerated Removal Expected Remaining
Gross Accumulated Net Depreciation Materials and Regulatory Retirement Recovery
Plant Investment Depreciation Investment Regulatory Asset Supplies Liability Date Period
(dollars in millions)
Oklaumon
Power
Station $ 1068 § 926 $ 142 $ 330 (a) $ 33 $ 52 2020 27 yeats
Dolet Hills
Power
Station 3414 2050 136 4 91 (b) 58 237 2021 27 years
(a)  In October 2018, PSO changed depicciation tates to utihize the 2020 end-of-hife and defer depreciation expense to a regulatory asset foi the amount 1n excess of the previously OCC-
approved depieciation tates for Oklaunion Power Station
(b)  In January 2020, SWEPCo changed depreciation 1ates to utilize the 2026 end-of-life and defer depreciation expense to a 1egulatory asset for the amount 1 excess of the previously

APSC-approved depreciation rates for Dolet Hills Power Station In March 2020 SWEPCo changed depieciation rates agaim to utihze the accelerated 2021 end-of-life

Dolet Hills Power Station and Related Fuel Operations (Applies to AEP and SWEPCo)

During the second quarter of 2019. the Dolet Hills Power Station initiated a seasonal operating schedule. In January 2020, in accordance with
the terms of SWEPCo’s settiement of its base rate review filed with the APSC, management announced that SWEPCo will seek regulatory
approval to retire the Dolet Hills Power Station by the end of 2026. DHILC provides 100% of the fuel supply to Dolet Hills Power Station. In
March 2020. it was determined that DHLC would not proceed developing additional mining areas for future lignite extraction and
management notified a substantial portion of its workforce that employment will permanently end in June 2020. Based on these actions,
management has revised the estimated useful life of many of DHLC’s assets to June 2020 1o coincide with the date at which extraction is
expected to be discontinued. Management also revised the useful life of the Dolet Hills Power Station to September 2021 based on the
remaining estimated fuel supply available for continued seasonal operation. In March 2020, primarily due to the revision in the useful life of
DHLC, SWEPCo recorded a revision to increase estimated ARO liabilitics by $21 million. In Aprit 2020, SWEPCo and CLECOQ jointly filed
a notification letter to the LPSC providing notice of the pending cessation of lignite mining in June 2020.

The Dolet Hills Power Station costs are recoverable by SWEPCo through base rates. SWEPCo’s share of the net investment in the Dolet Hills
Power Station is $151 million, including CWIP and materials and supplics, before cost of removal.
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Fuel costs incurred by the Dolet Hills Power Station are recoverable by SWEPCo through active fuel clauses Under the Lignite Miming
Agreement. DHLC bills SWEPCo 1ts proportionate share of incurred lignite extraction and associated mmmg-related costs as fuel is
delivered As of March 31, 2020. DHLC has unbilled ignite mnventory and fixed costs of $124 million that will be billed to SWEPCo prior to
the closure of the Dolet Hills Power Station. In 2009, SWEPCo acquired interests tm the Oxbow lignite Company (Oxbow), which owns
mineral rights and leases land Under a Joint Operating Agreement pertaming to the Oxbow mineral rights and land leases, Oxbow bills
SWEPCo its proportionate share of mcurred costs As of March 31, 2020, Oxbow has unbilled fixed costs of $26 miflion that will be billed to
SWEPCo prior to the closure of the Dolet Hills Power Station. Additional operational and land-related costs are expected to be incurred by
DHLC and Oxbow and billed to SWEPCo prior to the closure of the Dolct Hills Power Station and recovered through fuel clauses

If any of these costs are not recoverable, it could reduce future net income and cash flows and impact financial condition.

Regulatory Assets Pending Final Regulatory Approval (Applies to all Registrants except AEPTCo)

AEP
March 31, December 31,
2020 2019
Noncurrent Regulatory Assets (in millions)
Regulatory Assets Currently Earning a Return
Plant Retirement Costs — Unrecovered Plant $ 352§ 352
Oklaunion Power Station Accelerated Depreciation 330 274
Kentucky Deferred Purchase Power Expenses 329 30.2
Dolet Hills Power Station Accelerated Depreciation 91 —
Other Regulatory Assets Pending Final Regulatory Approval 2.1 0.7
Regulatory Assets Currently Not Earning a Return
Plant Retirement Costs — Asset Retirement Obligation Costs 259 30.1
Asset Retirement Obligation 7.7 7.2
Storm-Related Costs 7.3 7.2
Vegetation Management Program (a) 38 29 4
Cook Plant Study Costs (b) — 7.6
Other Regulatory Assets Pending Final Regulatory Approval 5.0 67
Total Regulatory Assets Pending Final Regulatory Approval (¢) $ 162.0 $ 181.7

(a) In April 2020, $26 million of deferred expenses were approved for recovery. See “2019 Texas Base Rate Case™ section below for
additional information

(b) Approved for recovery i the first quarter of 2020 1n the Indiana Base Rate Casc.

(c) APCo is currently in the process of retiring and replacing its Virgimta junisdictional Automated Meter Reading (AMR) meters with AMI
meters. As of March 31, 2020 and December 31. 2019, APCo has approximately $52 million and $51 million, respectively, of Virginia
jurisdictional AMR meters recorded 11 Total Property, Plant and Equipment - Net on tts balance sheets. APCo 1s pursuing full recovery
of these assets through 1ts Virgiia depreciation rates See “2017-2019 Virginia Triennial Review” section below for additional

information
AEP Texas
March 31, December 31,
2020 2019
Noncurrent Regulatory Assets (in millions)
Regulatory Assets Currently Not Farning a Return

Vegetation Management Program (a) $ 38 § 29.4
Other Regulatory Assets Pending Final Regulatory Approval 15 14
Total Regulatory Assets Pending Final Regulatory Approval $ 53 § 308

(a) In April 2020, $26 nullion of deferred expenses were approved for recovery See 2019 Texas Base Rate Case™ section below for
additional information.
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APCo

March 31,
2020

December 31,
2019

Noncurrent Regulatory Assets (in millions)

Regulatory Asscts Currently Earning a Return
Plant Retirement Costs — Materials and Supplies

$ — 3 0.5

Regulatory Assets Currently Not Earning a Return
Plant Retirement Costs — Asset Retirement Obligation Costs 259 30.1
Total Regulatory Assets Pending Final Regulatory Approval (a) $ 259 § 30.6

(a) APCo is currently in the process of retiring and replacing its Virginia jurisdictional Automated Meter Reading (AMR) meters with AMI
meters. As of March 31, 2020 and December 31. 2019, APCo has approximately $52 million and $51 million, respectively, of Virginia
jurisdictional AMR meters recorded in Total Property, Plant and Equipment - Net on its balance sheets. APCo is pursuing full recovery

of these assets through its Virginia depreciation rates. See ~2017-2019 Virginia Triennial Review™ section below for additional
information,

Noncurrent Regulatory Assets

1&M
December 31,
2019

March 31,
2020

(in millions)

Regulatory Assets Currently Not Earning a Return
Cook Plant Study Costs (a)

$ — § 7.6
Other Regulatory Asscts Pending Final Regulatory Approval — 0.1
Total Regulatory Assets Pending Final Regulatory Approval $ — 3 7.7
(a) Approved for recovery in the first quarter of 2020 in the Indiana Base Rate Case.
OPCo
March 31, December 31,
2020 2019
Noncurrent Regulatory Assets (in millions)
$ 0.1 § 0.1
Total Regulatory Assets Pending Final Regulatory Approval $ 0.1 % 0.1
PSO
March 31, December 31,
2020 2019
Noncurrent Regulatory Assets (in millions)
Regulatory Asscts Currently Earning a Return
Oklaunion Power Station Accelerated Depreciation $ 33.0 $ 274
Regulatory Assets Currently Not Earning a Return
Storm-Related Costs 7.3 72
Total Regulatory Assets Pending Final Regulatory Approval $ 403 $ 34.6
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SWEPCo
March 31, December 31,
2020 2019
Noncurrent Regulatory Assets (in millions)

Regulatory Assets Currently Earning a Return

Plant Retirement Costs — Unrecovered Plant, Louisiana $ 352 % 35.2

Dolet Hills Power Station Accelerated Depreciation 9.1 —

Other Regulatory Assets Pending Final Regulatory Approval 2.2 0.2
Regulatory Assets Currently Not Earning a Return

Asset Retirement Obligation - Louisiana 7.7 7.2

Other Regulatory Assets Pending Final Regulatory Approval 1.9 3.7
Total Regulatory Assets Pending Final Regulatory Approval $ 561 $ 46.3

If these costs are ultimately determined not to be recoverable. it could reduce future net income and cash flows and impact financial
condition.

COVID-19 Pandemic

AEP’s electric utility operating companies have informed retail customers and state regulators that disconnections for non-payment have been
temporarily suspended. These uncertain economic conditions may result in the inability of customers to pay for electric service, which could
affect the collectability of the Registrants revenues and adversely affect financial results. The Registrants are currently evaluating and
working with regulatory commissions on potential rate recovery for increased costs as a result of the impacts of COVID-19. If any costs
related to COVID-19 are not recoverable, it could reduce {uture net income and cash flows and impact financial condition. The table below
describes the key elements of orders received. by jurisdiction. in response to COVID-19:

Company Jurisdiction Order
AEP Texas, Texas « Established a COVID-19 Electricity Relief Program to be funded through a rider for eligible residential customers in
ETT, SWEPCo the areas of the state open to customer choice (AEP Texas only)

©® Granted permission for utilitics 1o record a regulatory asset for expenses mcluding, but not hmited to. non-payment of
qualified customer bills who have been affected by the COVID-19 pandemic

APCo Virginia ® Granted permission for utilities to defer expenses related to the COVID-19 pandemic. Deferral will be subject to
APCo’s Virginia earnings test during the 2020-2022 Triennial pertod.

[&M Michigan @ Granted permission for utihtics to defer certain expenses related to the COVID-19 pandemic.

SWEPCo Arkansas ® Granted permission for utilities to establish a regulatory asset to record costs resulting from the suspension of

disconnections offset by any cost savings directly attributable to the suspension of disconnections or other activities
during the COVID-19 pandemic.

SWEPCo Loutsiana ©® Granted permission for utilitics to record a regulatory assct for cxpenses resulting from the suspension of
disconnections and collection of late fees related to the COVID-19 pandemic

AEP Texas Rate Matters (Applies to AEP and AEP Texas)

2019 Texas Base Rate Case
In May 2019, AEP Texas filed a request with the PUCT for a $56 million annual increase in rates based upon a proposed 10.5% return on
common equity. The filing included a proposed Income Tax Refund Rider that will refund $21 million annually of Excess ADIT that is

primarily not subject to normalization requirements. The rate case also sought a prudence determination on all transmission and distribution
capital additions through 2018 included in interim rates from 2008 to December 2019.
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In April 2020, the PUCT issued an order approving a stipulation and settlement agreement. The order includes an annual base rate reduction
of $40 million based upon a 9.4% return on common equity with a capital structure of 57.5% debt and 42.5% common equity effective with
the first billing cycle in Junc 2020. The order provides recovery of $26 million in capitalized vegetation management expenses that were
incurred through 2018. The order includes disailowances of $23 million related to capital investments recorded through 2018 and $4 million
related (o rate case expenses. In addition, AEP Texas will refund: (a) $77 million of Excess ADIT and excess federal income taxes collected
as a result of Tax Reform to distribution customers over a one year period, (b) $31 million of Excess ADIT and excess federal income taxes
collected as a result of Tax Reform to transmission customers as a one-time credit and (¢} $30 million of previously collected rates that were
subject to reconciliation in this proceeding over a one year period with no carrying costs. The order requires AEP Texas to file its next base
rate case within four years of the date of that the final order was issued. The order also states future financially based capital incentives will
not be included in interim transmission and distribution rates and contains various ring-fencing provisions. As a result of the final order, AEP
Texas will refund $275 million of Excess ADIT associated with certain depreciable property using ARAM to transmission customers. AEP
Texas will determine how to refund the remaining Excess ADIT that is not subject to normalization requirements in future proceedings.

In December 2019, as a result of the initial stipulation and settlement agrcement, AEP Texas (a) recorded an impairment of $33 million
related to capital investments, which included $10 million of 2019 investments, in Asset Impairments and Other Related Charges on the
statements of income, (b) recorded a $30 million provision for refund on the statements of income for revenues previously collected through
rates and (c¢) wrote-off $4 million of rate case expenses to Other Operation on the statements of income.

APCo and WPCo Rate Matters (Applies to AEP and APCo)

2017-2019 Virginia Triennial Review

Amendments to Virginia law impacting investor-owned utilities were enacted, effective July 1, 2018, that required APCo to file a generation
and distribution base rate case by March 31, 2020 using 2017, 2018 and 2019 earnings test years (triennial revicw). Triennial rcviews are
subject 1o an earnings test, which provides that 70% of any carnings in excess of 70 basis points above APCo’s Virginia SCC authorized
ROE would be refunded to customers. In such case, the Virginia SCC could also lower APCo’s Virginia retail base rates on a prospective
basis. In November 2018. the Virginia SCC authorized a ROE of 9.42% applicable to APCo base rate earnings for the 2017-2019 triennial
period.

Virginia law provides that costs associated with asset impairments of retired coal gencration assets, or automated meters, or both, which a
utility records as an expense, shall be attributed to the test periods under review in a triennial review proceeding, and be deemed recovered.
In 2015. APCo retired the Sporn Plant, the Kanawha River Plant, the Glen Lyn Plant, Clinch River Unit 3 and the coal portions of Clinch
River Units 1 and 2 (collectively. the retired coal-fired generation assets). The net book value of these plants at the retirement date was $93
million before cost of removal, including materials and supplies inventory and ARO balances. Based on management’s interpretation of
Virginia law and more certainty regarding APCo’s triennial revenues, expenses and resulting carnings upon reaching the end of the three-year
review period, APCo recorded a pretax expense of $93 million related to its previously retired coal-fired generation assets in December
2019. As aresult. management deems these costs to be substantially recovered by APCo during the triennial review period.

In March 2020, APCo submitted its 2017-2019 Virginia triennial carnings review filing and base rate case with the Virginia SCC as requirced
by state law. APCo requested a $65 million annual increase based upon a proposed 9.9% return on common equity. The requested annual
increase includes $19 million related to depreciation for updated test year end depreciable balances and a proposed increase in APCo’s
Virginia depreciation rates and $8 million related to APCo’s calculated shortfall in 2017-2019 APCo’s Virginia earnings. Inclusive of the $93
million expense associated with APCo’s Virginia jurisdictional retired coal-fired plants, APCo calculated its 2017-2019 Virginia earnings for
the triennial period to be below the authorized ROE range.
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APCo is currently in the process of retiring and replacing its Virginia jurisdictional Automated Meter Reading (AMR) meters with AMI
meters. As of March 31, 2020 and December 31, 2019, APCo has approximately $52 million and $51 million of Virginia jurisdictional AMR
meters recorded in Total Property, Plant and Equipment - Net on its balance sheets. APCo is pursuing full recovery of these assets through its
Virginia depreciation rates as discussed above.

Il any APCo Virginia jurisdictional costs are not recoverable or if refunds ol revenues collected from customers during the triennial review
period are ordered by the Virginia SCC, it could reduce future net income and cash flows and impact financial condition.

ETT Rate Matters (Applies to AEP)

ETT Interim Transmission Rates

AEP has a 50% equity ownership interest in ETT. Predominantly all of ETT"s revenues are based on interim rate changes that can be filed
twice annually and are subject to review and possible true-up in the next base rate proceeding. Through March 31, 2020, AEP’s share of
ETT s cumulative revenues that are subject to review is estimated to be $1.1 billion. A base rate review could produce a refund if ETT incurs
a disallowance of the transmission investment on which an interim increase was based. A revenue decrease, including a refund of interim
transmission rates, could reduce future net income and cash flows and impact financial condition. Management is unable to determine a range
of potential losses, if any, that are reasonably possible of occurring.

In 2018, the PUCT adopled a rule requiring investor-owned utilities operating solely inside ERCOT to make periodic filings for base rate
proceedings. The rule requires ETT to file for a comprehensive base rate review no later than February |, 2021.

1&M Rate Matters (Applies to AEP and I&M)
2019 Indiana Base Rate Case

In May 2019, 1&M f{iled a request with the TURC for a $172 million annual increase. The requested increase in Indiana rates would be phased
in through January 2021 and was based upon a proposed 10.5% rcturn on common cquity. The proposced annual increase included $78
million related to a proposed annual increase in depreciation expense. The requested annual increase in depreciation expense included $52
million related to proposed investments and $26 million related to increased depreciation rates. The request included the continuation of all
existing riders and a new AMI rider for proposed meter projects.

In March 2020, the [URC issued an order authorizing a $77 million annual base rate increase based upon a return on common equity of 9.7%
cffective March 2020. This increase will be phased in through January 2021 with an approximate $44 million annual increase in base rates
cffective March 2020 and the full $77 million annual increase cffective January 2021. The order approved the majority of 1&M’s proposed
changes in depreciation. The order also approved the test year level of AMI deployment but did not approve a cost recovery rider for AMI
investments made in subsequent years. The order rejected 1&Ms proposed re-allocation of capacity costs related to the loss of a significant
FERC wholesale contract, which will negatively impact [&M’s annual pretax carnings by approximately $20 million starting June 2020. In
March 2020, 1&M filed for rehearing as a result of the IURC's ruling to reject 1&M's proposed re-allocation of capacity costs. Intervenors
subsequently filed objections to I&M's appeal. In April 2020, I&M filed a reply to these objections on rehearing and appealed the ITURC's
order.
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OPCo Rate Matters (Applies to AEP and OPCo)

2020 Ohio Base Rate Case
In April 2020. OPCo filed a pre-filing notice stating its intent to file an application with the PUCO to adjust distribution rates. OPCo plans to
file the application in May 2020 and also plans to request a temporary delay of the normal rate case procceding due to the COVID-19

pandemic.

SWEPCo Rate Matters (Applies to AEP and SWEPCo)

2012 Texas Base Rate Case

In 2012, SWEPCo filed a request with the PUCT to increase annual base rates primarily due to the completion of the Turk Plant. In 2013, the
PUCT issued an order affirming the prudence of the Turk Plant but determined that the Turk Plant’s Texas jurisdictional capital cost cap
cstablished in a previous Certificate of Convenience and Necessity case also limited SWEPCo's recovery of AFUDC in addition to limits on
its recovery of cash construction costs.

Upon rehearing in 2014, the PUCT reversed its initial ruling and determined that AFUDC was excluded from the Turk Plant’s Texas
jurisdictional capital cost cap. As a result, SWEPCo reversed $114 million of a previously recorded regulatory disallowance in 2013. The
resulting annual base rate increase was approximately $52 million. In 2017, the Texas District Court upheld the PUCT’s 2014 order and
intervenors filed appeals with the Texas Third Court of Appeals.

In July 2018, the Texas Third Court of Appeals reversed the PUCT’s judgment affirming the prudence of the Turk Plant and remanded the
issue back to the PUCT. In January 2019, SWEPCo and the PUCT filed petitions for review with the Texas Supreme Court. In the fourth
quarter of 2019 and first quarter of 2020, SWEPCo and various intervenors filed briefs with the Texas Supreme Court.

As of March 31, 2020, the net book value of Turk Plant was $1.5 billion, before cost of removal, including materials and supplies inventory
and CWIP. If certain parts of the PUCT order are overturned and if SWEPCo cannot ultimately fully recover its approximate 33% Texas
jurisdictional share of the Turk Plant investment, including AFUDC, it could reduce future net income and cash flows and impact financial
condition.

2016 Texas Base Rate Case

In 2016, SWEPCo filed a request with the PUCT for a net increase in ‘T'exas annual revenues of $69 million based upon a 10% return on
common equity. In January 2018, the PUCT issucd a final order approving a net increase in Texas annual revenues of $50 million based upon
a return on common equity of 9.6%. effective May 2017. The final order also included: (a) approval to recover the Texas jurisdictional share
of environmental investments placed in- service, as of June 30, 2016, at various plants, including Welsh Plant, Units 1 and 3, (b) approval of
recovery of, but no return on, the Texas jurisdictional share of the net book value of Welsh Plant, Unit 2, (¢) approval of $2 million in
additional vegetation management cxpenses and (d) the rejection of SWEPCo's proposed transmission cost recovery mechanism.

As a result of the final order, in 2017 SWEPCo: (a) recorded an impairment charge of $19 million, which included $7 million associated with
the lack of return on Welsh Plant, Unit 2 and $12 million related to other disallowed plant investments, (b) recognized $32 million of
additional revenues, for the period of May 2017 through December 2017, that was surcharged to customers in 2018 and (c¢) recognized an
additional $7 million of expenses consisting primarily of depreciation expense and vegetation management expense, offset by the deferral of
rate case expense. SWEPCo implemented new rates in February 2018 billings. The $32 million of additional 2017 revenues was collected
during 2018. In March 2018, the PUCT clarified and corrected portions of the final order, without changing the overall decision or amounts
of the rate change. The order has been appealed by various intervenors. If certain parts of the PUCT order are overturned, it could reduce
future net income and cash flows and impact financial condition.
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2018 Louisiana Formula Rate Filing

In April 2018, SWEPCo filed its formula rate plan for test year 2017 with the LPSC. The filing included a net $28 million annual increase,
which was effective August 2018 and included SWEPCo’s Louisiana jurisdictional share of Welsh Plant and Flint Creek Plant environmental
controls. The filing also included a reduction in the federal income tax rate due to Tax Reform but did not address the return of Excess ADIT
benefits to customers.

In July 2018, SWEPCo made a supplemental filing to its formula rate plan with the LPSC to reduce the requested annual increase to $18
million. The difference between SWEPCo’s requested $28 million annual increase and the $18 million annual increase in the supplemental
filing is primarily the result of the return of Excess ADIT benefits to customers.

In October 2018, the LPSC staff issued a recommendation that SWEPCo refund $11 million of excess federal income taxes collected, as a
result of Tax Relorm, from January 1, 2018 through July 31, 2018. In June 2019, the LPSC staff issued its report which reaffirmed its $11
million refund recommendation. The report also contends that SWEPCo’s requested annual rate increase of $18 million, which was
implemented in August 2018, is overstated by $4 million and proposes an annual rale increase of $14 million. Additionally, the report
recommends SWEPCo refund the excess over-collections associated with the $4 million difference for the period of August 2018 through the
implementation of new rates. In July 2019, the LPSC approved the $11 million refund. A decision by the LPSC on the remaining formula rate
plan issues is expected in the second quarter of 2020. If any of these costs are not recoverable, il could reduce future net income and cash
flows and impact {inancial condition.
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5. COMMITMENTS, GUARANTEES AND CONTINGENCIES

The disclosures in this note apply to all Registrants unless indicated otherwise.

The Registrants are subject to certain claims and legal actions arising in the ordinary course of business. In addition, the Registrants’
business activities are subject to extensive governmental regulation related to public health and the environment. The ultimate outcome of
such pending or potential litigation against the Registrants cannot be predicted. Management accrues contingent liabilities only when
management concludes that it is both probable that a liability has been incurred at the date of the financial statements and the amount of loss
can be reasonably estimated. When management determines that it is not probable. but rather reasonably possible that a liability has been
incurred at the date of the financial statements, management discloses such contingencies and the possible loss or range of loss if such
estimate can be made. Any estimated range is based on currently available information and involves elements of judgment and significant
uncertainties. Any estimated range of possible loss may not represent the maximum possible loss exposure. Circumstances change over time
and actual results may vary significantly from estimates.

For current proceedings not specifically discussed below, management does not anticipate that the liabilitics, if any, arising from such
proceedings would have a material effect on the financial statements. The Commitments. Guarantees and Contingencies note within the 2019
Annual Report should be read in conjunction with this report.

GUARANTEES

Liabilitics for guarantees are recorded in accordance with the accounting guidance for “Guarantees.” There is no collateral held in relation to
any guarantees. In the event any guarantec is drawn, there is no recourse to third-parties unless specilied below.

Letters of Credit (Applies to AEP, AEP Texas and OPCo)

Standby letters of credit are entered into with third-parties. These letters of credit are issued in the ordinary course of business and cover
items such as natural gas and electricity risk management contracts, construction contracts, insurance programs, security deposits and debt
service reserves,

AEP has a $4 billion revolving credit facility due in June 2022, under which up to $1.2 billion may be issued as letters of credit on behalf of
subsidiaries. As of March 31, 2020, no letters of credit were issued under the revolving credit facility.

An uncommitied facility gives the issuer of the facility the right to accept or decline each request made under the facility. AEP issues letters
of credit on behalf of subsidiaries under six uncommitted facilities totaling $405 million. The Registrants” maximum future payments for
letters of credit issued under the uncommitted facilities as of March 31, 2020 were as follows:

Company Amount Maturity
(in millions)
AEP $ 241.2 April 2020 to March 2021
AEP Texas 2.2 July 2020
OPCo (a) 1.0 April 2021

(a) In April 2020, the maturity date was extended from April 2020 to April 2021.
Guarantees of Equity Method Investees (Applies to AEP)

In April 2019, AEP acquired Sempra Renewables LLC. See “Acquisitions™ section of Note 6 for additional information.
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Indemnifications and Other Guarantees
Contracts

The Registrants enter into certain types of contracts which require indemnifications. Typically these contracts include, but are not limited to,
sale agreements, lease agrecments. purchase agrcements and financing agreements. Generally, these agreements may include, but are not
limited to, indemnifications around certain tax, contractual and environmental matters. With respect to sale agreements, exposure generally
does not exceed the sale price. As of March 31, 2020, there were no material liabilities recorded for any indemnifications.

AEPSC conducts power purchase-and-sale activity on behalf of APCo, 1&M, KPCo and WPCo, who are jointly and scverally liable for
activity conducted on their behalf. AEPSC also conducts power purchase-and-sale activity on behalf of PSO and SWEPCo, who are jointly
and severally liable for activity conducted on their behalf.

Master Lease Agreements (Applies to all Registrants except AEPTCo)

The Registrants lease certain cquipment under master lcase agreements. Under the leasc agreements. the lessor is guaranteed a residual value
up to a stated percentage of the equipment cost at the end of the lease term. If the actual fair value of the leased equipment is below the
guarantced residual value at the end of the lease term, the Registrants are committed to pay the difference between the actual fair value and
the residual value guarantee. Historically, at the end of the lease term the fair value has been in excess of the amount guaranteed. As of
March 31, 2020, the maximum potential loss by the Registrants for thesc lease agreements assuming the fair value of the cquipment is zero at
the end of the lease term was as follows:

Maximum
Company Potential Loss

(in millions)
AEP $ 48.5
ALP Texas 11.6
APCo 6.6
1&M 4.3
OPCo 7.6
PSO 4.4
SWEPCo 4.9

Rockport Lease (Applies to AEP and I1& M)

AEGCo and 1&M entered into a sale-and-leaseback transaction in 1989 with Wilmington Trust Company (Owner Trustee), an unrelated,
unconsolidated trustee for Rockport Plant, Unit 2 (the Plant). The Owner Trustee was capitalized with equity from six owner participants
with no relationship to AEP or any of its subsidiaries and debt from a syndicatc of banks and sccurities in a private placement to certain
institutional investors.

The Owner Trustee owns the Plant and leases equal portions to AEGCo and [&M. The leasc is accounted for as an operating leasc with the
payment obligations included in the future minimum lease payments schedule earlier in this note. The lease term is for 33 years and at the
end of the lease term, AEGCo and 1&M have the option to renew the lease at a ratc that approximates fair valuc. The option to renew was not

included in the mcasurement of the lease obligation as of March 31. 2020 as the cxecution of the option was not reasonably certain. AEP,
AEGCo and 1&M have no ownership interest in the Owner Trustee and do not guarantee its debt.

127

Sponsored By. Michael Baird
4776



Schedule J-2 (1Q - 2020 AEP Form 10-Q)
Page 150 of 351

The future minimum lease payments for this sale-and-lecaseback transaction as of March 31, 2020 were as follows:

Future Minimum Lease Payments AEP (a) I&M
(in millions)
2020 $ 1478 § 73.9
2021 147.8 73.9
2022 147.5 73.7
Total Future Minimum Lease Payments $ 443.1  $ 221.5

(a) ALP’s future minimum lease payments include equal shares from AEGCo and 1&M.

AEPRO Boat and Barge Leases (Applies to AEP)

In 2015, AEP sold its commercial barge transportation subsidiary, AEPRO, to a nonaffiliated party. Certain boat and barge lcases acquired by
the nonaffiliated party are subject to an AEP guaraniec in favor of the respective lessors, ensuring future payments under such leases with
maturitics up 1o 2027. As of March 31, 2020, the maximum potential amount of future payments required under the guaranteed leases was
$53 million. Under the terms of certain of the arrangements, upon the lessors exercising their rights after an cvent of default by the
nonaffiliated party, AEP is entitled to enter into new lease arrangements as a lessee that would have substantially the same terms as the
existing leases. Alternatively, for the arrangements with one of the lessors, upon an event of default by the nonaftiliated party and the lessor
exercising its rights, payment to the lessor would allow AEP to step into the lessor’s rights as well as obtaining title to the assets. Under either
sitvation, AEP would have the ability to utilize the assets in the normal course of barging operations. AEP would also have the right to sell
the acquired assets for which it obtained title. As of March 31, 2020, AEP’s boat and barge lease guarantee liability was $4 million, of which
$1 million was recorded in Other Current Liabilities and $3 million was recorded in Deferred Credits and Other Noncurrent Liabilities on
AL:P’s balancc sheet.

In February 2020, the nonaffiliated party filed Chapter 11 bankruptcy. The party entered into a restructuring support agreement and has
announced it expects to continue their operations as normal. In March 2020. the bankruptcy court approved the party’s recapitalization plan.
In April 2020, the nonaffiliated party cmerged from bankruptcy. Management has determined that it is reasonably possible that enforcement
of AEP’s liability for future payments under these leases will be exercised within the next twelve months. In such an event, if AEP is unable
to sell or incorporate any of the acquired assets into its fleet operations, it could reduce future nct income and cash flows and impact financial
condition.

ENVIRONMENTAL CONTINGENCIES (Applies to all Registrants except AEPTCo)
The Comprehensive Environmental Response Compensation and Liability Act (Superfund) and State Remediation

By-products from the generation of electricity include materials such as ash, slag, sludge. low-level radioactive waste and SNF. Coal
combustion by-products, which constitute the overwhelming percentage ot these materials, are typically treated and deposited in captive
disposal facilities or are benelicially utilized. In addition, the generation plants and transmission and distribution facilities have used
asbestos, polychlorinated biphenyls and other hazardous and non-hazardous materials. The Registrants currently incur costs to dispose of
these substances salely. For remediation processes not specifically discussed, management does not anticipate that the liabilities, if any,
arising from such remediation processes would have a material effect on the financial statements.

Virginia House Bill 443 (Applies to AEP and APCo)

In March 2020, Virginia's Governor signed House Bill 443 (B 443) requiring APCo 1o close ash disposal units at the retired Glen Lyn
Station by removal of all coal combustion material. APCo’s current ARO for these units is based on closure in place and will require future
revision to reflect the costs of closure by removal. As of March 31, 2020, APCo is unable to reasonably estimate this cost due to the recent
passage of the legislation. Management cxpects to record a material revision to the ARO after engineering plans for the removal arc
developed later in 2020. The closure is required to be completed within 15 years from the start of the excavation process. HB 443 provides
for the recovery of all costs associated with closure by removal through the Virginia environmental rate adjustment clause (E-RAC). APCo
may begin defetring incurred costs on July 1, 2020 and recovering these costs through the E-RAC beginning
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July 1, 2022. APCo is permitted to record carrying costs on the unrecovered balance of closure costs at a weighted average cost of capital
approved by the Virginia SCC. HB 443 also allows any closure costs allocated to non-Virginia jurisdictional customers, but not collected
from such non-Virginia jurisdictional customers, to be recovered trom Virginia jurisdictional customers through the E-RAC. Management
does not expect HB 443 to materially impact results of operations or cash flows, but does anticipate a material impact to APCo’s balance
sheet.

NUCLEAR CONTINGENCIES (Applies to AEP and 1&M)

1&M owns and operates the Cook Plant under licenses granted by the Nuclear Regulatory Commission. &M has a significant future
financial commitment to disposc of SNF and to safely decommission and decontaminate the plant. The licenses to opetate the two nuclear
units at the Cook Plant expire in 2034 and 2037. The operation of a nuclear facility also involves special risks, potential liabilities and
specific regulatory and safety requirements. By agreement, 1&M is partially liable, together with all other electric utility companies that own
nuclear generation units, for a nuclear power plant incident at any nuclear plant in the U.S. Should a nuclear incident occur at any nuclcar
power plant in the U.S., the resultant liability could be substantial.

OPERATIONAL CONTINGENCIES
Rockport Plant Litigation (Applies to AEP and 1&M)

In 2013, the Wilmington Trust Company filed a complaint in the U.S. District Court for the Southern District of New York against AEGCo
and 1&M alleging that it would be unlawfully burdened by the terms of the modified NSR consent decree after the Rockport Plant, Unit 2
lcase expiration in December 2022. The terms of the consent decree allow the installation of environmental emission control equipment,
repowering, refueling or retirement of the unit. The plaintiffs seek a judgment declaring that the defendants breached the lease, must satisfy
obligations related to installation of emission control equipment and indemnify the plaintiffs. The New York courl granted a motion to
transfer this case to the U.S. District Court {or the Southern District of Ohio.

AEGCo and 1&M sought and were granted dismissal by the U.S. District Court for the Southern District of Ohio of certain of the plaintiffs’
claims, including claims for compensatory damages. breach of contract. breach of the implied covenant of good faith and fair dealing and
indemnification of costs. Plaintiffs voluntarily dismissed the surviving claims that AEGCo and 1&M failed to exercise prudent utility
practices with prejudice, and the court issued a final judgment. The plaintiffs subsequently filed an appeal in the U.S. Court of Appeals for
the Sixth Circuit.

In 2017, the U.S. Court of Appeals for the Sixth Circuit issued an opinion and judgment affirming the district court’s dismissal of the owners’
breach of good faith and fair dealing claim as duplicative of the breach of contract claims, reversing the district court’s dismissal of the
breach of contract claims and remanding the case for further proceedings.

Thercafter, AEP filed a motion with the U.S. District Court for the Southern District of Ohio in the original NSR litigation, seeking to modify
the consent decree. The district court granted the owners™ unopposced motion 1o stay the leasc litigation to afford time for resolution of AEP"s
motion to modify the consent decree. The consent decree was modified based on an agreement among the parties in July 2019. As part of the
modification to the consent decree, &M agreed to provide an additional $7.5 million to cilizens® groups and the states for environmental
mitigation projects. As joint owners in the Rockport Plant, the $7.5 million payment was shared between AEGCo and 1&M based on the joint
ownership agrecment. The district court entered a stay that expired in February 2020. Settlement negotiations are continuing, and the partics
filed a joint proposed case schedule in February 2020. See “Modification of the New Source Review Litigation Consent Decree™ section of
Management’s Discussion and Analysis of Financial Condition and Results of Opcrations for additional information.

Management will continue to defend against the claims. Given that the district court dismissed plaintiffs® claims seeking compensatory relief
as premature, and that plaintiffs have yet to present a methodology for determining or any analysis supporting any alleged damagcs,

management cannot determine a range of potential losses that is reasonably possible of occurring.
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Patent Infringement Complaint (Applies to AEP, AEP Texas and SWEPCo)

In July 2019, Midwest Energy Emissions Corporation and MES Inc. (collectively, the plaintiffs) filed a patent infringement complaint against
various parties, including AEP Texas, AGR, Cardinal Operating Company and SWEPCo (collectively, the AEP Defendants). The complaint
alleges that the AEP Defendants infringed two patents owned by the plaintiffs by using specific processes for mercury control at certain coal-
fired generating stations. The complaint seeks injunctive relief and damages. Management will continue to defend against the claims.
Management is unable to determine a range of potential losses that is reasonably possible of occurring.

Claims Challenging Transition of American Electric Power System Retirement Plan to Cash Balance Formula

The American Electric Power System Retirement Plan (the Plan) has received a letter written on behal{ of four participants (the Claimants)
making a claim for additional plan benefits and purporting to advance such claims on behalf of a class. When the Plan’s benefit formula was
changed in the year 2000, AEP provided a special provision [or employees hired before January 1, 2001, allowing them to continue benefit
accruals under the then benefit formula for a full 10 years alongside of the new cash balance benefit formula then being implemented.

Employees who were hired on or after January 1, 2001 accrued benefits only under the new cash balance benefit formula. The Claimants
have asscrted claims that (a) the Plan violates the requirements under the Employec Retirement Income Security Act (ERISA) intended to
preclude back-loading the accrual of benefits to the cnd of a participant’s career: (b) the Plan violates the age discrimination prohibitions of
ERISA and the Age Discrimination in Employment Act (ADEA); and (¢) the company failed to provide required notice regarding the
changes to the Plan. ALP has responded to the Claimants providing a reasoned explanation for why each of their claims have been denied,
and the denial to those claims have been appealed to the AEP System Retirement Plan Appeal Committee. Management will continue to
defend against the claims. Management is unable to determine a range of potential losses that are reasonably possible of occurring.
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6. ACQUISITIONS
The disclosures in this note apply to AEP unless indicated otherwise.
Sempra Renewables LLC (Generation & Marketing Segment)

In Aprit 2019, AEP acquired Sempra Renewables LLC and its ownership interests in 724 MWs of wind generation and battery asscts valued
at approximately $1.1 billion. This acquisition is part of AEP’s strategy to grow its renewable generation portfolio and to diversify generation
resources. AEP paid $580 million in cash and acquired a 50% ownership interest in five non-consolidated joint ventures with net assets
valued at $404 million as of the acquisition date (which includes $364 million of existing debt obligations). Additionally, the transaction
included the acquisition of two tax equity partnerships and the associated recognition of noncontrolling tax equity interest of $135 million.

Upon closing of the purchase, Sempra Renewables LLLC was legally renamed AEP Wind Holdings LLC. AEP Wind Holdings LLC develops,
owns and operates, or holds interests in, wind gencration facilities in the United States. The operating wind generation portfolio includes
seven wind farms, Five wind farms are jointly-owned with BP Wind Energy, and two wind farms are consolidated by AEP and are tax equity
parinerships with nonaffiliated noncontroliing interests. Ail seven wind farms have long-term PPAs for 100% of their cnergy production.

Parent has issued guarantces over the performance of the joint ventures. If a joint venture were to default on payments or performance, Parent
would be required to make payments on behalf of the joint venture. As of March 31. 2020. the maximum potential amount of future payments
associated with these guarantees was $175 million. with the last guarantec expiring in December 2037. The non-contingent liability recorded
associated with these guarantees was $33 million, with an additional $1 million expected credit loss liability for the contingent portion of the
guarantees. Management considered historical losses, economic conditions. and reasonable and supportable forecasts in the calculation of the
expected credit loss. As the joint ventures generate cash flows through PPAs. the measurement of the contingent portion of the guarantec
liability is based upon asscssments of the credit quality and default probabilities of the respective PPA counterparties.
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AEP sponsors a qualified pension plan and two unfunded nonqualified pension plans. Substantially all AEP employees are covercd by the
qualified plan or both the qualified and a nonqualified pension plan. AEP also sponsors OPEB plans to provide health and life insurance

benefits for retired employees.

Components of Net Periodic Benefit Cost

The following tables provide the components of net periodic benefit cost (credit) by Registrant for the plans:

AEP

Service Cost

Interest Cost

Expected Return on Plan Assets
Amortization of Prior Service Credit
Amortization of Net Actuarial Loss
Net Periodic Benefit Cost (Credit)

AEP Texas

Service Cost

Interest Cost

Expected Return on Plan Assets
Amortization of Prior Service Credit
Amortization of Net Actuarial Loss
Net Periodic Benefit Cost (Credit)

APCeo

Service Cost

Interest Cost

Expected Return on Plan Assets
Amortization of Prior Service Credit

Amortization of Net Actuarial Loss
Net Periodic Benefit Cost (Credit)

Sponsored By: Michael Baird

Pension Plans OPEB
Three Months Ended March 31, Three Months Ended March 31,
2020 2019 2020 2019
(in millions)
280 % 239 % 25§ 24
420 S5h1 99 126
(66 2) (74 0) (23 9) (23 4)
— — (174) (17 3)
234 144 15 55
272 % 154 % (274) $ (20 2)
Pension Plans OPEB
Three Months Ended March 31, Three Months Ended March 31,
2020 2019 2020 2019
(in millions)
26 % 21 $ 02 § 02
35 44 08 10
S7 (6 4) 20) 20)
— — (14) (15)
19 12 01 05
23 % 13 % 23) § (18)
Pension Plans OPEB
Three Months Ended March 31, Three Months Ended March 31,
2020 2019 2020 2019
(in millions)
26 $ 24 $ 03 % 03
51 63 16 22
(8.4) 64 (36) (€M)
— — (25) (25)
2.8 18 02 0.9
21 $ % 40) $ 28)
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Service Cost

Interest Cost

Expected Return on Plan Assets
Amortization of Puor Service Credit
Amortization of Net Actuarial Loss
Net Periodic Benefit Cost (Credit)
OPCo

Service Cost

Interest Cost

Expected Return on Plan Assets
Amortization of Prior Service Credit
Amortization of Net Actuarial Loss
Net Periodic Benefit Cost (Credit)

PSO

Service Cost

Interest Cost

Expected Return on Plan Assets
Amortization of Prior Service Credit
Amortization of Net Actuarial Loss
Net Periodic Benefit Cost (Credit)

SWEPCo

Service Cost

Interest Cost

Expected Return on Plan Assets
Amortization of Prior Service Credit
Amortization of Net Actuaral Loss
Net Periodic Benefit Cost (Credit)
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Pension Plans OPEB
Three Months Ended March 31, Three Months Ended March 31,
2020 2019 2020 2019
(in millions)
39§ 34 3 03 $ 03
49 60 12 1.5
(83) 92 29 28
e 24) 24
2.7 16 02 0.7
32§ 18 §$ 36) § 27N
Pension Plans OPEB
Three Months Ended March 31, Three Months Ended March 31,
2020 2019 2020 2019
(in millions)
24 $ 20§ 02 $ 02
39 47 10 14
(6.6) (73) (26) @7
— - (18) 1))
21 13 02 06
18 07 $ 30 3 (22)
Pension Plans OPEB
Threc Months Ended March 31, Three Months Ended March 31,
2020 2019 2020 2019
(in millions)
18 $ 16 § 02 $ 0.2
21 26 05 07
(3.6) “4n (13) (13)
— — (n (rn
12 08 01 03
15 & 09 3 (16) % (12)
Pension Plans OPEB
Three Months Ended March 31, Three Months Ended March 31,
2020 2019 2020 2019
(in millions)
25 $ 21§ 02 % 0.2
25 31 0.6 08
(39) (4.4) (1.5) (1.5)
_ - (13) (13)
14 09 01 03
25  §% 17 $ (19y $ (15)
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8. BUSINESS SEGMENTS

The disclosures in this note apply to all Registrants unless indicated otherwise.
AEP’s Reportable Segments

AEPs primary business is the generation. transmission and distribution of clectricity. Within its Vertically Integrated Ultilities segment, AEP
centrally dispatches generation assets and manages its overall utility operations on an integrated basis because of the substantial impact of
cost-based rates and regulatory oversight. Intersegment sales and transfers are generally based on underlying contractual arrangements and
agreements.

AEP’s reportable segments and their related business activities are outlined below:
Vertically Integrated Utilities

¢ Generation, transmission and distribution of electricity for sale to retail and wholesale customers through assets owned and operated
by AEGCo, APCo, 1&M, KGPCo. KPCo. PSO. SWEPCo and WPCo.

Transmission and Distribution Utilities

N

¢ Transmission and distribution of electricity for sale to retail and wholesale customers through assets owned and operated by AEP
Texas and OPCo.

+ OPCo purchases energy and capacity 1o serve SSO customers and provides transmission and distribution services for all connected
load.

AEP Transmission Holdco

» Development, construction and operation of transmission facilities through investments in AEPTCo. These investments have FERC-
approved ROEs.

» Development, construction and opcration of transmission facilities through investments in AEP’s transmission-only joint ventures.
These investments have PUCT-approved or FERC-approved ROEs.

Generation & Marketing

*  Competitive generation in ERCOT and PIM.

» Contracted renewable encrgy investments and management services.

+ Marketing, risk management and retail activities in ERCOT, PIM, SPP and MISO.
The remainder of AEP’s activitics is presented as Corporate and Other. While not considered a reportable segment, Corporate and Other
primarily includes the purchasing of receivables from certain AEP utility subsidiaries, Parent’s guarantee revenue received from aftiliates,
investment income, interest income, interest expense, income tax expense and other nonallocated costs.
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The tables below present AEP’s reportable segment income statement information for the three months ended March 31, 2020 and 2019 and
reportable segment balance sheet information as of March 31, 2020 and December 31, 2019.

Three Months Ended March 31, 2020

Vertically Transmission and Generation
Integrated Distribution AEP Transmission & Corporate and Reconciling
Utilities Utilities Holdco Marketing Other (a) Adjustments Consolidated

(in millions)

Revenues fiom

External Customers $ 2,193.0 % 1,0752  $ 731 $ 4084 § 22 § — $ 3,747.5
Other Operating Segiments 337 317 237 1 302 221 (354 8) —
Total Revenues $ 22267 % 1,1069 % 3102 § 4386 § 199 § (3548) $ 3,747.5
Net Income (Loss) $ 2463 $ 1162  $ 1416  $ 305 % 353y $ — % 499.3

Three Months Ended March 31, 2019

Vertically Transmission and Generation
Integrated Distribution AEP Transmission & Corporate and Reconciling
Utilities Utilities Holdco Marketing Other (a) Adjustments Consolidated

(in miltions)

Revenues fiom

External Customers $ 23723 ¢ 1,1798 § 612 $ 4397 $ 38 $ -— 3 4,056 8

Other Operating Segments 310 422 1952 421 217 (3322) —

Total Revenues $ 24033 § 12220 § 2564 % 4818 § 255 § (3322) $ 4,056 8

Net Income (Loss) $ 3036 % 1565 §$ 1252 § 92 8 (504) 3 — 8 5741
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March 31, 2020

Vertically Transmission AEP Generation
Integrated and Distribution ‘Transmission & Corporate and Reconciling
Utilities Utilities Holdco Marketing Other (a) Adjustments Consolidated
(in millions)
Total Property, Plant and
Equipment $ 47,7643  § 20,1828 10,662 9 1,732 % 4083 $ (354 5) (b) $ 80,4170
Accumulated Depreciation
and Amortization 14,821 8 3,964 ¢ 464 0 1169 1873 (186 5) (b) 19,368 1
Total Property Plant and
Equipment - Net $ 32,9425 8 16,218 2 10,198 9 16363 $ 2210 $ (168 0) (b) $ 61,048.9
Total Assets $ 41,0205 $ 18,8925 11,4848 32164 % 70336 (¢) $ (3,923 8) (b)(d) $ 77,7240
Long-term Debt Due Within
One Year:
Affihated $ 200 % — — —  $ — $ (200} $ —
Nonaffiliated 1,316.3 2890 — —_ 5044  (e) — 2,109 7
Long-term Debt:
Affihated 390 — — — — (39 0) —
(e)
Nonaffiliated 11,641 0 6,585 S 3,600 3 — 3,956 2 — 25,783 0
Total Long-term Debt $ 130163 & 6,874 5 3,600 3 —  § 4,460 6 $ (59.0) $ 27,8927
December 31,2019
Vertically Transmission AEP Generation
Integrated and Distribution Transmission & Corporate and Reconciling
Utilities Utilities Holdeco Marketing Other (a) Adjustments Consolidated
(in millions)
Total Property, Plant and
Equipment 3 473237 § 19,773 3 10,3340 16508 §$ 4184 $ (354 5) (b) $ 79,1457
Accumulated Depreciation
and Amortization 14,580 4 39112 4189 990 184 5 (1864) (b) 19,007 6
Total Property Plant and
Equipment - Net $ 32,7433  § 15,862 1 99151 1,5518 § 2339 $ (168.1) (b) $ 60,138 1
Total Assets $ 41,2288 % 18,7575 11,1435 3,1238 $ 54400 ()3 (3.801 3) (b)(d) $ 75,8923
Long-term Debt Due Within
One Year:
Affihated 3 200 % — — — 3 — $ (200) $ —
Nonaffiliated 7047 3922 — — 5018  (e) — 1,598 7
Long-term Debt:
Affilated 390 — — — — (390) —
Nonaffiliated 12,162 0 6,248 1 3,593 8 — 3,1229  (e) — 25,1268
Total Long-term Debt $ 129257  § 6,640.3 3,593 8 — % 3,624 7 $ (59 0) 3 26,7255
(a) Corporate and Other primarily includes the purchasing of 1ecervables from certam ALP utihty subsidiartes This segment also includes Parent’s guarantee revenue tecetved fiom
affiliates, mvestment mcome, mterest ncome, interest expense and other nonatlocated costs
(L) Includes ehmmations due to an mteicompany finance lease
(c) Includes elimmnation of AEP Parent’s mvestments i wholly-owned subsidiary companics
(d) Reconcihing Adjustments for I'otal Assets primarily include elimmation of intetcompany advances to affiliates and miercompany accounts 1ccevable
(c) Amounts reflect the impact of fair value hedge accountmg Sec “Accounting for Fan Vatue Hedging Suategies™ section of Note 10 for additional mformation

Registrant Subsidiaries’ Reportable Segments (Applies to all Registrant Subsidiaries except AEPTCo)

The Registrant Subsidiaries each have one reportable segment, an integrated electricity generation, transmission and distribution business for
APCo, 1&M, PSO and SWEPCo, and an integrated electricity transmission and distribution business for AEP Texas and OPCo. Other
activities are insignificant. The Registrant Subsidiaries’® operations are managed on an integrated basis because of the substantial impact of
cost-based rates and regulatory oversight on the business process. cost structurcs and opcerating results.
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AEPTCo’s Reportable Segments

AEPTCo Parent is the holding company of seven IFERC-regulated transmission-only electric utilities. The seven State Transcos have been
identified as operating segments of AEPTCo under the accounting guidance for “Segment Reporting.” The State Transcos business consists
of developing, constructing and operating transmission facilities at the request of the RTOs in which they operate and in replacing and
upgrading facilities, assets and components of the existing AEP transmission system as needed to maintain reliability standards and provide
service to AEP’s wholesale and retail customers. The State Transcos are regulated for ratc-making purposes exclusively by the FERC and
earn revenues through tarifT rates charged for the use of their electric transmission systems.

AEPTCo’s Chief Operating Decision Maker makes operating decisions, allocates resources to and assesses performance based on these
operating segments. The State Transcos operaling secgments all have similar cconomic characteristics and meet all of the criteria under the
accounting guidance for *Segment Reporting™ to be aggregated into one operating segment. As a result, AEPTCo has one reportable segment.
The remainder of AEPTCo’s activity is presented in AEPTCo Parent. While not considered a reportable segment, AEPTCo Parent represents
the activity of the holding company which primarily relates to debt {inancing activity and general corporate activities.

The tables below present AEPTCo's reportable segment income statement information for the three months ended March 31, 2020 and 2019
and reportable scgment balance sheet information as of March 31, 2020 and December 31. 2019.

Three Months Ended March 31, 2020

Reconciling AEPTCo
State Transcos AEPTCo Parent Adjustments Consolidated

(in millions)

Revenues fiom

External Customers $ 613 $ — $ — $ 613
Sales to AEP Affihates 2337 — — 2337
Other Revenues 0.6 — — 06
Total Revenues $ 2956 § — $ — $ 2956
Interest Income $ 02 340 $ (334) (@) § 08
Interest Expense 296 334 (334) (a) 296
Income Tax Expense 318 -— — 318
Net Income $ 1173 $ 05 (b) $ — $ 1178

Three Months Ended March 31, 2019

Reconciling AEPTCo
State Transcos AEPTCo Parent Adjustments Consolidated

(in millions)

Revenues from

External Customers $ 503 % — $ — $ 503
Sales to AEP Affihates 1932 — — 193 2
Total Revenues $ 2435  $ — $ — $ 2435
Interest Income $ 02 284 $ 279 (@) $ 07
Interest Expense 217 279 (279) (a) 217
Income Tax Expense 276 — — 27.6
Net Income $ 1042 3 01 (b) $ —_ 3 104 3
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Total Transmisston Property
Accumulated Depreciation and Amortization

Total Transmission Property — Net

Notes Receivable - Affiliated

Total Assets

Total Long-term Debt

Total Transmission Property
Accumulated Depreciation and Amortization

Total Transmission Property — Net

Notes Receivable - Affiliated

Total Assets

Total Long-term Debt

(a) Elmmation of intercompany terest income/interest expense on affiliated debt airangement
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March 31, 2020

Reconciling AEPTCo
State I'ranscos AEPTCo Parent Adjustments Consolidated
(in millions)
102212 § —_ $ — $ 10,2212
445 8 — — 4458
97754 § — $ — $ 9,775.4
— 3 3,427.8 $ (34278) (©)$% —
10,1509  § 3,562.7 (dy $ 3,5137) ()8 10,199.9
3,4650 3 34278 3 (34650) (©) $ 34278
December 31,2019
Reconciling AEPTCo
State Transcos AEPTCo Parent Adjustments Consolidated
(in millions)
98932 § — 3 - $ 9,893 2
4023 — — 402 3
94909 $ — 3 — $ 9,490 9
— 3 3,427 3 $ (3,4273) (¢) $ —
98650 $ 35191 (d) $ (34933) (e) $ 9,890.8
34650 S 3,427.3 $ (3,465.0) (c) $ 34273

(b) Includes the chmination of ALPTCo Patent’s equity earmings i the State Transcos

(c) Lhmmation of intetcompany debt

(d) Includes the elimmation of AEPTCo Parent’s investments in State Transcos
(¢) Primanly relates to the elmunation of Notes Receivable from the State Transcos
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9. DERIVATIVES AND HEDGING

The disclosures in this note apply to all Registrants unless indicated otherwise. For the periods presented. AEPTCo did not have any
derivative and hedging activity.

OBJECTIVES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS

AEPSC is agent for and transacts on behalf of AEP subsidiarics, including the Registrant Subsidiarics. AEPEP is agent for and transacts on
behalf of other AEP subsidiaries.

The Registrants are exposed to cerlain market risks as major power producers and participants in the electricity, capacity, natural gas, coal
and cmission aliowance markets. These risks include commodity price risks which may be subject to capacity risk, interest rate risk and
credit risk. These risks represent the risk of loss that may impact the Registrants duc 1o changes in the underlying market prices or
ratcs. Management utilizes derivative instruments to manage these risks.

STRATEGIES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS TO ACHIEVE OBJECTIVES
Risk Management Strategies

The strategy surrounding the use of derivative instruments primarily focuses on managing risk exposurcs, future cash flows and creating
value utilizing both economic and lormal hedging sirategies. The risk management strategies also include the usc of derivative instruments
for trading purposes which focus on seizing market opportunitics to create value driven by expected changes in the market prices of the
commodities. To accomplish these objectives, the Registrants primarily employ risk management contracts including physical and f{inancial
forward purchase-and-sale contracts and, to a lesser extent. OTC swaps and options. Not all risk management contracts meet the definition of
a derivative under the accounting guidance for “Derivatives and Hedging.” Derivative risk management contracts clected normal under the
normal purchases and normal sales scope exception are not subject to the requirements of this accounting guidance.

The Registrants utilize power. capacitly, coal, natural gas. interest ratc and. to a lesser extent, heating oil, gasoline and other commodity
contracts to manage the risk associated with the energy business. The Registrants utilize interest rate derivative contracts in order to manage
the interest rate exposure associated with the commodity portfolio. For disclosure purposes. such risks are grouped as “Commodity.™ as these
risks are rclated to encrgy risk management activitics. The Registrants also utilize derivative contracts to manage interest rate risk associated
with debt {inancing. For disclosurc purposes, thesc risks are grouped as “Interest Rate.” The amount of risk taken is determined by the
Commercial Operations, Encrgy Supply and Finance groups in accordance with cstablished risk management policies as approved by the
IFinance Committce of the Board of Directors.
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The following tables represent the gross notional volume of the Registrants® outstanding derivative contracts:

Notional Volume of Derivative Instruments

March 31, 2020
Primary Risk Unit of
Exposure Measure AEP AEP Texas APCo 1&M OPCo PSO SWEPCo
(in millions)
Commodity
Power MWhs 305.4 — 38.7 18.5 32 5.9 1.7
Natural Gas MMBtus 423 — — — — — 10.7
Heating Oil and Gasoline ~ Gallons 5.0 1.3 08 0.5 1.0 0.5 0.7
Interest Rate UsSD $ 1371 § — 3 — 3 — 3 — ¥ — 3 —
Interest Rate on Long-term
Debt Ush $ 6500 % — 3 1500 $ — 3 — 35 — 3 —
December 31, 2019
Primary Risk Unit of
Exposure Measure AEP AEP Texas APCo 1&M OPCo PSO SWEPCo
(in millions)
Commodity
Power MWhs 365.9 — 610 26 8 7.1 14.9 44
Natural Gas MMBtus 407 — — — — — 16
Heating Oil and Gasoline  Gallons 6.9 1.8 11 0.6 1.4 0.7 0.9
Interest Rate usD $ 1401  § — 3 — 3 — 3 — 3 — 3 —
Interest Rate on Long-term
Debt Usb $ 6250 % — 3 — 3 — 3 — 3 — 3 —

Fair Value Hedging Strategies (Applies to AEP)

Parent enters into interest rate derivative transactions as part of an overall strategy to manage the mix of fixed-rate and floating-rate debit.
Certain intercst rate derivative transactions effectively modify exposure to interest rate risk by converting a portion of fixed-rate debt to a
floating-rate. Provided specific criteria are met. thesc interest rate derivatives may be designated as fair value hedges.

Cash Flow Hedging Strategies

The Registrants utilize cash flow hedges on certain derivative transactions for the purchase and sale of power (“Commodity™) in order (o
manage the variable price risk related to forecasted purchases and sales. Management monitors the potential impacts of commodity price
changes and, wherce appropriate, enters into derivative transactions to protect profit margins for a portion of future electricity sales and
purchases. The Registrants do not hedge all commodity price risk.

The Registrants utilize a variety of interest rate derivative transactions in order to manage interest rate risk exposure. The Registrants also

utilize interest rate derivative contracts 1o manage interest rate exposure related to future borrowings of fixed-rate debt. The Registrants do
not hedge all interest ratc exposure.
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ACCOUNTING FOR DERIVATIVE INSTRUMENTS AND THE IMPACT ON THE FINANCIAL STATEMENTS

The accounting guidance for “Derivatives and Hedging™ requires recognition of all qualifying derivative instruments as either assets or
liabilities on thc balance sheets at fair value. The fair values of derivative instruments accounted for using MTM accounting or hedge
accounting are based on exchange prices and broker quotes. If a quoted market price is not available, the estimate of fair value is based on the
best information available including valuation models that estimate future energy prices based on existing market and broker quotes. supply
and demand market data and assumptions. In order to determine the relevant fair values of the derivative instruments, the Registrants apply
valuation adjustments for discounting. liquidity and credit quality.

Credit risk is the risk that a counterparty will fail to perform on the contract or fail to pay amounts duc. Liquidity risk represents the risk that
imperfections in the market will cause the price to vary from estimated fair value based upon prevailing market supply and demand
conditions. Since energy markets arc imperfect and volatile, there are inherent risks related to the underlying assumptions in models used to
fair value risk management contracts. Unforeseen c¢vents may cause reasonable price curves to differ from actual price curves throughout a
contract’s term and at the time a contract settles. Consequently. there could be significant adverse or favorable effects on future net income
and cash flows if market prices are not consistent with management’s estimates of current market consensus for forward prices in the current
period. This is particularly true for longer term contracts. Cash flows may vary based on market conditions, margin requirements and the
timing of settlement of risk management contracts.

According to the accounting guidance for “Derivatives and Hedging,” the Registrants reflect the fair values of derivative instruments subject
to netting agreements with the same counterparty net of related cash collateral. For certain risk management contracts. the Registrants are
requircd to post or receive cash collateral based on third-party contractual agreements and risk profiles. AEP netted cash collateral received
from third-parties against short-term and long-term risk management assets in the amounts of $0 and $5 million as of March 31, 2020 and
December 31. 2019. respectively. AEP netted cash collateral paid to third-parties against short-term and long-term risk management liabilities
in the amounts of $76 million and $39 million as of March 31, 2020 and December 31, 2019, respectively. APCo netted cash collateral paid
1o third-parties against short-term and long-term risk management liabilities in the amounts of $5 miilion and $1 miltion as of March 31, 2020
and December 31, 2019, respectively. The netted cash collateral from third-parties against short-term and long-term risk management assets
and netted cash collateral paid to third-parties against short-term and long-term risk management liabilitics were immaterial for the other
Registrant Subsidiarics as of March 31, 2020 and December 31, 2019.
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The following tables represent the gross fair value of the Registrants® derivative activity on the balance sheets:

AEP

Fair Value of Derivative Instruments
March 31, 2020

Risk Gross Amounts Gross Net Amounts of
Management of Risk Amounts Assets/Liabilities
Contracts Hedging Contracts Management Offset in the Presented in the
Assets/ Statement of Statement of
Liabilities Financial Financial
Balance Sheet Location Commodity (a) Commodity (a) Interest Rate (a) Recognized Position (b) Position (c)
(in millions)
Current Risk Management Assets $ 4127 ¢ 13.5 $ 46 3 430.8 $ (300.4) 130.4
Long-term Risk Management Assets 3316 135 5217 3978 (74.1) 3237
Total Assets 744.3 27.0 57.3 8286 (374.5) 454 1
Current Risk Management Liabilities 401.7 103.2 53 5102 (353 4) 156.8
Long-term Risk Management Liabilities 3059 829 — 3888 (96.9) 2919
Total Liabilities 707.6 186.1 5.3 8990 (450.3) 4487
Total MTM Derivative Contract Net
Assets (Liabilities) $ 367 § (1591 $ 520 § (704) $ 758 5.4
December 31, 2019
Risk Gross Amounts Gross Net Amounts of
Management of Risk Amounts Assets/Liabilities
Contracts Hedging Contracts Management Offset in the Presented in the
Assets/ Statement of Statement of
Liabilities Financial Financial
Balance Sheet Location Commodity (a) Commodity (a) Interest Rate (a) Recognized Position (b) Position (¢)
(in millions)
Current Risk Management Assets $ 5139 § 115 $ 65 $ 5319 § (3591) 1728
Long-term Risk Management Assets 290 8 110 126 3144 (47 8) 2066 6
Total Assets 804.7 225 19.1 8463 (406 9) 4394
Current Risk Management Liabilities 424 5 723 — 496.8 (382.5) 1143
Long-term Rish Management Liabilitics 2445 7517 — 3202 (58 4) 261 8
Total Liabilities 669 0 1480 — 8170 (440.9) 376.1
Total MTM Derivative Contract Net
Assets (Liabilities) $ 1357  § (1255) % 191 % 293 8 340 63.3
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IFair Value of Detivative Instruments
March 31, 2020

Risk Management Gross Amounts Offset Net Amounts of Assets/Liabiities
Contracts — in the Statement of Presented in the Statement of
Balance Sheet Location Commaodity (a) Fmancial Pesation (b) Financial Position (¢)

(1 millions)

Current Risk Management Assets $ — $ — $ —
Long-term Rish Management Assets — — —
Total Assets — — —
Current Risk Management Liabilities 12 12) —
Long-term Rish Management Liabihties — — —
Total Liabilities 12 (12) —
Total MTM Derivative Contract Net Assets (Liabilities) $ 12 8 12 3 —

December 31, 2019

Risk Management Gross Amounts Offset Net Amounts of Assets/Liabilties
Contracts ~ in the Statement of Presented in the Statement of
Balance Sheet Location Commodity (a) Financial Position (b) Financial Position (c)

(in millions)

Current Risk Management Assets $ — 8 — 8 —
Long-term Risk Management Assets — — —
Total Assets — _ _
Current Risk Management Liabilities — — —
Long-term Risk Management Liabihties — — —
Total Liabilities — — —
Total MTM Derivative Contract Net Assets $ — 3 — & —
APCo
Fair Value of Denivative Instruments
March 31,2020
Risk Management Hedging Gross Amounts Offset Net Amounts of Assets/Liabilities
Contracts — Contracts — m the Statement of Piresented m the Statement of
Batance Sheet Location Commodity (2) Interest Rate (a) Financial Position (b) Fmancral Position (c)
(in millions)
Current Risk Management Assets $ 711 % 03 3 (533) § 181
Long-term Risk Management Assets 35 — 34 01
Total Assets 746 03 (56 7) 18.2
Current Risk Management Liabihities 683 53 (58 6) 150
Long-tetm Risk Management Liabilities 35 — 34) 01
Total Liabilities 718 53 (62 0) 151
Total MTM Derivative Contract Net Assets
(Liablities) $ 28 % (50) § 53 3 31
December 34, 2019
Risk Management Gross Amounts Offset Net Amounts of Assets/Liabilitscs
Contracts — in the Statement of Presented in the Statement of
Balance Sheet Location Commodity (a) Finanecsal Position (b) Fmancial Position (c)

Current Risk Management Assets

Long-term Risk Management Assets
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Total Assets

Current Risk Management Liabilities
Long-tetm Risk Management Liabilities

Total Liabilities

Total MTM Derivative Contract Net Assets (Liabilities)
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1253 (85.8) 395
862 (84 3) 19

07 07 -
86.9 (85.0) 19
38.4 (0.8) 376
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Fair Value of Derivative Instruments

March 31,2020

Risk Management
Contracts —

Commuodity (a)

Gross Amounts Offset
in the Statement of

Financial Position (b)

Page 168 of 351

Net Amounts of Assets/Liabilities
Presented m the Statement of

Fiancial Position (c)

(in millions)

Current Risk Management Assets 3 423 (356) % 67
Long-term Risk Management Assets 21 (20) 01
Total Assets 44 4 (37 6) 68
Current Risk Management Liabilities 383 (36 6) 17
Long-term Rish Management Liabihties 21 (20) 01
Total Liabilities 404 (38 6) 18
Total MTM Derivative Contract Net Assets $ 40 10 8 50
December 31,2019
Risk Management Gross Amounts Offset Net Amounts of Assets/Liabilities
Contracts — in the Statement of Presented in the Statement of
Balance Sheet Location Commodity (a) Financial Position (b) Financial Position (c)
(i milhions)
Current Risk Management Assets $ 669 (571) $ 98
Long-term Risk Management Assets 03 04) 0l
Total Assets 674 (575) 99
Current Risk Management Liabilities 552 (547) 05
Long-term Risk Management Liabilities 04 04) —
Total Liabilities 556 {551) 05
Total MTM Derivative Contract Net Assets (Liabilities) 3 118 24) 8§ 94
OPCo
Fair Value of Derivative lustruments
March 31, 2020
Risk Management Gross Amounts Offset Net Amounts of Assets/Laabilities
Contracts — in the Statement of Presented in the Statement of
Balance Sheet Locaton Commodity (a) Fumancial Positton (b) Financial Position (c)
{in millions)
Current Risk Management Assets $ — —_ —_
Long-term Rish Management Assets — — —
Total Assets -— — —
Current Risk Management Liabilities 96 09 87
Long-term Risk Management Liabilities 1122 — 1122
Total Liabilities 1218 (09) 1209
Total MTM Derivative Contract Net Assets (Liabilities) 3 (121 8) 09 (1209)
December 31, 2019
Risk Management Gross Amounts Offset Net Amounts of Assets/Liabilities
Contracts — n the Statement of Presented n the Statement of
Balance Sheet Location Commodity (a) Financial Position (b) Fmancial Position (¢)
(m milhons)
Current Risk Management Assets $ — — —

Long-term Riskh Management Assets

Total Assets
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Current Risk Management Liabilities 73 — 73

Long-term Risk Management Liabilinies 96 3 — 963

Total Liabilities 103 6 — 103 6

Teotal MTM Derivative Contract Net Liabilities $ (103.6) § — 3 (103 6)
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PSO
Fan Value of Dervivative Insty uments
March 31, 2020
Risk Management Gross Amounts Offset Net Amounts of Assets/Liabilities
Contracts — m the Statement of Presented in the Statement of
Balance Sheet Location Commodty (a) Finanaia! Position (b) Financial Position (c)
(m milhons)
Current Risk Management Assets $ 67 $ 03 $ 64
Long-tesm Risk Management Asscts — — —
Total Assets 67 (03) 64
Current Risk Management Liabilities 09 (08) 0.1
Long-term Rish Management Liabtlities — — —
Total Liabilities 09 08) 01
Total MTM Derivative Contract Net Assets $ 58 § 05 % 63
December 31, 2019
Risk Management Gross Amounts Offset Net Amounts of Assets/Liabilities
Contracts — i the Statement of Presented in the Statement of
Balance Sheet Location Commodity (a) Financial Position (b) Financial Position (c)
(i mithons)
Current Risk Management Assets 3 163 § 0S5 3 158
Long-term Risk Management Asscts — — —
Total Assets 163 (0 5) 158
Current Risk Management Liabihities 05 (05) —
Long-teim Rish Management Liabilities — — —
Total Liabilities 05 ©035) —
Total MTM Derivative Contract Net Assets $ 158 % — 8 158
SWEPCe
Fan Value of Derivative Instruments
March 31, 2020
Risk Management Gross Amounts Offset Net Amounts of Assets/Liabilities
Contracts — n the Statement of Presented in the Statement of
Balance Sheet Lecation Commodity (a) Financial Position (b) Fmancial Position (c)
(in mllions)
Current Risk Management Assets $ 27 $ on s 26
Long-tenm Risk Management Assets — — —
Total Assets 27 01 26
Current Risk Management Liabilities 29 7 22
Long-term Risk Management Liabilities 29 — 29
Total Liabilities 58 ©07) 51
Total MTM Derivative Contract Net Assets (Liabilities) $ 31 3§ 06 % (25)
December 31,2019
Risk Management Gross Amounts Offset Net Amounts of Assets/Liabihities
Contracts — in the Statement of Presented in the Statement of
Balance Sheet Location Commodity (a) Financial Position (b) Financial Position (¢)
(m millions)
Current Risk Management Assets $ 65 $ o1y 3 64
Long-term Risk Management Asscts —- — —
Total Assets 65 01 64
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Current Risk Management Liabilities 2.0 o1 19
Long-term Riskh Management Liabthties 31 — 31
Total Liabilities 51 on 50
Total MTM Derivative Contract Net Assets $ 14 3 —  $ 1.4

(a) Denvative mstiuments within these categories are reported gross  Thesc mstiuments are subject to master netting agreements and ate presented on the balance sheets on a net basts m
accordance with the accounting guidance for “Denivatives and Hedging ™

(b)  Amounts include counterparty netting of nsk management and hedging contracts and associated cash collateral in accordance with the accounting gwidance for “Detivatives and
Hedgmng ™

(c)  All dernvative contracts subject to a master netting antangement o1 sumilar agieement ate offset in the statement of financial posttion
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The tables below present the Registrants’ activily of derivative risk management contracts:

Amount of Gain (Loss) Recognized on
Risk Management Contracts
Three Months Ended March 31, 2020

Location of Gain (Loss) AEP AEP Texas APCo 1&M OrCo PSO SWEPCo
(in millions)

Vertically Integrated Utilities Revenues $ 04 $ — 3 — 8 — 3 — 3 — 3 —
Generation & Marketing Revenues (103) — — — — — —
Electric Generation, Transmission and

Distribution Revenues — — 02 01 — — —
Purchased Electricity for Resale 01 — 01 — — — —
Other Operation 02) .1 — — 0.1 — ——
Maintenance 02) (01) on — — — —
Regulatory Assets (a) (339) (12) 89 o7 (18 4) 05) 2.0)
Regulatory Liabilities (a) 112 —_ (73) 32 35 81 33
Total Gain (Loss) on Risk Management

Contracts $ (329) § (14 $ (160) $ 26 % (150) $ 76 $ 13

Three Months Ended March 31, 2019

Location of Gain (Loss) AEP AEP Texas APCo 1&M orco PSO SWEPCo
(in millions)

Vertically Integrated Utilities Revenues $ 03 % — % — 3 — 3 — 3 — 3 —
Generation & Marketing Revenues 27 —_ — — — — —
Electric Generation, Transtssion and

Distribution Revenues — — ©1 03 — — 0.1
Purchased Electricity for Resale 14 — — — — — —
Other Operation (0.4) ©.1) 0.1 — .1 — —
Mantenance (053) on — — on — on
Regulatory Assets (a) 6.4) 0.6 2n 03 8.9 0s on
Regulatory Liabihities (a) 220) — (317) 66 — 62 47
Total Gain (Loss) on Risk Management

Contracts $ 249 $ 04 S (340) $ 72 8 on s 67 $ 46
(@) Represents realized and unteahzed gams and losses subject to 1egulatory accounting treatment recorded as cither cuntent o1 noncuitent on the balance sheets

Certain qualifying derivative instruments have been designated as normal purchase or normal sale contracts, as provided in the accounting
guidance for “Derivatives and Hedging.” Derivative contracts that have been designated as normal purchases or normal sales under that
accounting guidance are not subject to MTM accounting treatment and are recognized on the statements of income on an accrual basis.

I'he accounting for the changes in the fair value of a derivative instrument depends on whether it qualifics for and has been designated as part
of a hedging relationship and further. on the type of hedging relationship. Depending on the exposure. management designates a hedging
instrument as a fair value hedge or a cash flow hedge.

For contracts that have not been designated as part of a hedging relationship. the accounting for changes in fair value depends on whether the
derivative instrument is held for trading purposes. Unrealized and realized gains and losses on derivative instruments held for trading
purposes are included in revenucs on a net basis on the statements of income. Unrealized and realized gains and losses on derivative
instruments not held for trading purposes are included in revenues or cxpenscs on the stalements of income depending on the relevant facts
and circumstances. Certain derivatives that economically hedge future commodity risk are recorded in the same expense line item on the
statements of income as that of the associated risk. However, unrealized and some realized gains and losses in regulated jurisdictions for both
trading and non-trading derivative instruments are recorded as regulatory assets (for losses) or regulatory liabilitics (for gains) in accordance
with the accounting guidance for “Regulated Operations.™
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